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Foretelling Montana's economic future is a
difficult task. No one can predict the unforeseen
events which can affect an economy which is still
largely dependent upon agriculture and raw
materials. The weather, new environmental
legislation, and the recent energy shortage all have
had an impact on Montana's economy. But while
developments such as these are not always
predictable, there are certain economic patterns
which are. Recent economic and demographic
trends, both in the state and the nation, serve as
signposts which may indicate the general direction
our economy will take.

THE M ONTANA
ECONOM Y: 1978 and BEYO ND
The past five years in Montana

Homegrown expansion: postwar babies come of
age

First, let's examine population changes. In figure 1,
the left hand columns compare population
increases in Montana and the United States over
the past five years—between 1972 and 1977. While
the U.S. population was increasing 4 percent, the
number of people in Montana is estimated to have
grown 6 percent. About 45 percent of the increase
apparently has come from people moving into the
state. According to the estimates, some 20,000 more
people moved into Montana than moved out
during the five year period. Population movement
is difficult to estimate, however, and this figure may
5

Figure 1. Increase in Population and Number of
Households, Montana and the United States, 1972-1977
Percent Increase

Source: U.S. Department of Commerce, Bureau o f the Census

be inaccurate. The figures do show that net inmigration slowed considerably between 1975 and
1977. Two years' experience does not make a trend,
but it will be interesting to see the figures for the
next few years.
Now let's look at the right hand side of the
chart the increase in the number of households.
That tells us a great deal more about the past five
years than do the population estimates. There were
12 percent more households in Montana in 1977
than in 1972. During the whole decade of the
sixties, the number of households in Montana grew
by only 7 percent. All those babies born in the 1950s
and early sixties have grown up and are now
establishing their own homes.
And, of course, they also have been moving into
the labor force. So have thousands of Montana
women of all ages, many of whom had never
worked before. The result has been a very large
increase in the state's labor force (figure 2). While
our population was increasing by 6 percent, the
number of people looking for jobs was growing by
19 percent. This was a substantially larger increase
than the 12 percent recorded in the United States,
and almost three times the 7 percent increase
Montana experienced during the whole decade of
the sixties. The remarkable thing is that the state's
economy has been able to absorb almost all these
new workers. Montana industries have created
over 50,000 new jobs in five years. That represents a
19 percent increase, compared to an 11 percent
growth in employment nationally. These com
parisons are seen on the right hand side of the
chart.
These two developments—the unusually large
number of new households and the unusually large

number of new workers—have been responsible
for many changes in Montana in the past five years.
The new households are smaller—young people
nowadays aren't having as many children as their
parents did—and they often have two persons
working. That gives them more discretionary
income. They are responsible for a large proportion
of the new houses and apartments, new retail stores
and shopping centers that have appeared in recent
years. In other words, a good share of the
expansion Montana has experienced in recent
years has been home grown—a result of changes in
the age of the population and in the behavior of
Montana women.
It is worth noting that even though Montana's
growth exceeds that of the United States, the rate of
growth here is much slower than in the other Rocky
Mountain states. Depending upon your attitude
towards growth, you can regret or be thankful for
that. And most of the growth in Montana still is
confined to a few counties. Seven counties—
Yellowstone, Missoula, Flathead, Gallatin, Lewis
and Clark, Ravalli, and Rosebud—have accounted
for approximately three-fourths of the population
growth.
Incomes continue to lag

In comparing economic progress among areas,
most of us would choose to use income as the
Figure 2. Increase in Labor Force and Employment,
Montana and the United States, 1972-1977

sources: Montana Department o f Labor and Industry
p oyment Security Division and U.S. Department o f Labor
Bureau o f Labor Statistics
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measure. And here Montana has not done so well
(figure 3). Even though the state added jobs more
rapidly than did the U.S., incomes lagged behind.
After adjustment for price changes, per capita
income in Montana was up approximately 8
percent between 1972 and 1977. In the U.S. as a
whole, the increase amounted to 11 percent. We
began the period in 1972 with incomes 11 percent
below the U.S. average; we ended it last year with
incomes 13 percent below the national figure. Per
capita income, of course, is total personal income
divided by total population—average income per
person.
There are several problems with using per capita
income figures to measure economic well-being.
One is that people frequently prefer to forego
some monetary income in order to enjoy non
monetary benefits, such as uncrowded living and
beautiful scenery. We recognize this, but we
continue to believe that income is important,
especially to those who have low incomes.
Another problem is that per capita income, since
it is an average, doesn't tell us how income is
distributed among persons or households. But we
have some new information on income
distribution, and this news is not good (figure 4). In
1975, our state had a higher percentage of
households with low incomes—below $5,000 and
between $5,000 and $9,999—than did the U.S. And,
we had a significantly smaller percentage of
households in the higher income brackets (over
$20,000). The median income for Montana
households was $11,516, and for U.S. households,
$12,158. That means half of Montana households
had incomes below $11,516, and half had incomes
higher than that. The dividing line for the U.S. was
$12,158, or $640 higher.

Figure 4. Income Distribution of Households, Montana
and the United States, 1975

Source: U.S. Department o f Commerce, Bureau o f the Census

So, in spite of the growth which has occurred in
the state over the past five years, the incomes of
Montanans continue to lag behind those of other
Americans. In my opinion, we ought to be
concerned about this lag, particularly since we also
have a large proportion of low income families.

Figure 3. Per Capita Income, Montana and the United
States, 1972-1977, in 1972 Dollars

Sources: 1972-1976, U.S. Department o f Commerce, Bureau of
Economic Analysis; 1977, Bureau o f Business and Economic
Research, University of Montana
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Sources of income

There are three major sources of personal income:
earnings from participation in the labor force,
property income, and transfer payments. Earnings
include wages and salaries, other labor income and
proprietors' income (income of the selfemployed). Property income consists of dividends,
rent, and interest. Transfer payments include social
security and other retirement pay, unemployment
insurance and payments under various
government welfare programs.
Figure 5 shows
some interesting changes in these income sources
over the past five years. All the figures have been
adjusted for price changes. Most of our income
comes from earnings, of course, and earnings in
Montana just haven't increased very rapidly over
the past five years. We had a big bulge in 1973 as
farm incomes soared, but we ended the period with
total earnings only 7 percent above 1972.
Remember that we had a 19 percent increase in
employment.
Increases in property income and transfer
payments helped offset the slow growth in
earnings, and these sources of income have
become much more important. Property income
was up about 43 percent. Transfer payments
increased 39 percent. The big increase in property
income occurred in interest payments (on
individual savings deposits and so forth); interest
payments account for about two-thirds of property
income in this state. Montanans may not have been
7

Figure 5. Total Personal Income by Source, Montana,
1972-77, in 1972 Dollars

Figure 6. Per Capita Income by Source, Montana and the
United States, 1976

Sources: 1972-1976, U.S. Department of Commerce, Bureau of
Economic Analysis; 1977, Bureau o f Business and Economic
Research

earning as much as other Americans, but
apparently they have added significantly to their
assets in recent years. Social security is the largest
component of transfer payments, and accounted
for a large part of the total increase in those
payments.
Figure 6 compares per capita income in Montana
and the United States, and clearly indicates
Montana's lag. Per capita earnings are substantially
lower here, approximately $650 less per person,
and so our total incomes are low.

Source: U.S. Department o f Commerce, Bureau o f Economic
Analysis

Figure 7. Earnings in Basic Industries, Montana, 19721977, in 1972 Dollars

Why earnings have grown slowly

Let's look briefly at why earnings have grown so
slowly in Montana in recent years. Most of you are
familiar with the concept of basic or export
industries which produce goods and services for
sale outside an area, and are believed to be
responsible for economic growth. Over the years,
they also have been the industries which provided
the highest earnings per worker. Figure 7 shows
what has happened to Montana's basic industries
over the past five years, after adjustment for price
changes. The decline in total earnings amounts to
16 percent. That dramatic downward line, of
course, represents agricultural earnings. Actually,
this chart overdramatizes the situation. 1973 was
one of the most profitable years Montana farmers
and ranchers have ever had—the kind they would
like to become accustomed to. The years 1972 and
1974 were above average farm years, too. But the
farm problem is serious. If we look just at what's
8

Sources: 1972-1976, U.S. Department o f Commerce, Bureau of
Economic Analysis; 1977, Bureau o f Business and Economic
Research
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happened since 1975, a more typical year, we see
that farm earnings have declined by about one-half
in the past two years.
While farm earnings were sliding, our nonfarm
export industries were having problems, too. This
group consists of mining; manufacturing, including
the forest industries; heavy construction; railroads;
and federal government activities. These industries
had some difficulty recovering from the 1974-75
recession. Earnings hit their low in 1976, after the
national recovery had already begun. By 1977,
however, they had climbed back to a level above
1972.
Tourism, which is also an export industry, isn't
included because we have no data for it. Most of
the businesses serving tourists are classified in
either the trade or service industries. Because most
of their sales are to local people, they are included
in the derivative industry group.
The growth in Montana since 1972 has occurred
in what we call derivative industries—those
industries which provide goods and services for
export activities and for the local population (ffgure
8). We include trade, services, finance, some
construction activity, utilities except railroads, and
state and local government in this group. Earnings
of workers in these industries have grown by 26
percent in constant dollars over the past five years.
That's a big increase, and without it we'd have been
in big trouble; you can see that derivative earnings
went a long way toward offsetting the decline in
basic earnings. Ninety percent of the new jobs in
Montana in the past five years (around 46,000) have
been provided by derivative industries, especially

trade, services, and state and local government. A
good many of the new state and local jobs have
been funded by the federal government, although
it's impossible to learn how many. In the past three
years, state and local governments have added a
total of almost 11,000 employees, or 40 percent of
all new workers. In the private sector, many of the
new young workers and many women have found
employment in retail stores, restaurants, motels
and so forth. The problem is that for the most part
these jobs don't pay very well, and an increasing
proportion of them appear to be part-time jobs.
Between 1972 and 1977, the average number of
hours worked per week by wage and salary workers
in the service industries, where we had 7,000 new
jobs, declined by 12 percent. That's a very
substantial decline, and it compares to a 2 percent
drop nationally. We appear to have had a rather
successful spread-the-work program in Montana,
with more people working fewer hours. That isn't
all bad. Many of the new workers (especially
students and women) may have preferred parttime work. But we can hardly expect to improve our
economic status—or even maintain it at current
levels—if we continue to rely so heavily upon parttime, low paying jobs for new employment
opportunities.

Figure 8. Earnings in Basic and Derivative Industries,
Montana, 1972-1977, in 1972 Dollars

Sources: 1972-1976, U.S. Department o f Commerce, Bureau of
Economic Analysis; 1977, Bureau o f Business and Economic
Research
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The BEA projections fo r 1980 and 1985
Now let's look at the future, and at our chances of
providing better employment opportunities and
higher incomes for Montanans in the years ahead.
We're going to need many more new jobs during
the next few years. Large numbers of new, young
workers will continue to enter the labor force, and
the proportion of women seeking employment
probably will continue to rise.
The Bureau of Economic Analysis, U.S.
Department of Commerce, has recently projected
personal income in Montana to 1985. The BEA
projections for Montana are part of a series of
coordinated projections for the U.S. and all the
states. When possible, they have taken into account
anticipated changes in particular industries, such as
those in the energy field. But basically, they assume
that state and national income trends established
during the sixties and early seventies will continue,
and that established relationships between national
and state per capita income will continue. Let's look
at the projections first and then discuss the outlook
for the industries which will largely determine
whether or not they prove to be accurate.
9

Figure 9 shows the estimates of total earnings
from 1972 to 1977 presented in figure 8, plus
projections to 1980 and 1985. Although these
projections were published just last fall, 1975 was
the jumping off year. The estimates of actual
earnings are indicated by a solid line, and the
broken line connects 1975 to the 1980 and 1985
projections. You will note that we are falling behind
schedule if we are going to reach the total
projected earnings for 1980 and 1985. The reason, of
course, is that sharp decline in earnings in basic
industries due to the fall in farm income. Farm
earnings are going to have to bounce back very
rapidly in the next few years if the Montana
economy is to live up to these projections. We also
will need significant expansion in the nonfarm
basic industries. The middle line on the chart
represents earnings in the derivative industries, and
earnings in those industries are expected to
continue to increase.

Montana incomes will continue. Per capita income
in Montana is projected at $6,150 in 1985, or 42
percent higher than in 1977, in 1972 dollars. (For
those of you who can't remember what a 1972
dollar was, the 1985 projection translates into about
$8,700 current dollars per capita.)

Figure 9. Earnings in Basic and Derivative Industries,
Montana, 1972-1985, in 1972 Dollars

Sources: 1972-1976, 1980, and 1985, U.S. Department of
Commerce, Bureau o f Economic Analysis; 1977, Bureau of
Business and Economic Research

Sources: 1972-1976, 1980 and 1985, U.S. Department of
Commerce, Bureau o f Economic Analysis; 1977, Bureau of
Business and Economic Research

The income gap would not change much. Per
capita income in Montana was 13 percent below
the U.S. figure last year, and the projection is fora
differential of 12 percent in 1980 and 11 percent in
1985. So essentially, these projections are saying
that Montanans should be considerably better off
in 1985 than they are today. They also indicate that
there's not apt to be much change in the economic
status of Montanans in comparison with the rest of
the country, unless some new developments,
unforeseen when the projections were made,
come along.
How realistic are these figures? First of all, the
Montana projections for per capita income are
based upon an assumption of very slow population
growth, only 3 percent between 1975 and 1980, and
1 percent between 1980 and 1985. That implies a
shift from the net in-migration we've been
experiencing since 1970 to a pattern of substantial
net out-migration, because our natural increase
will surely exceed the projected growth. If our
population should grow faster than the
projection if we have to divide the pie among
more people then per capita incomes will be
lower.
Second, the Montana projections for per capita
income are tied to the U.S. projections, which may
be optimistic. A good many economists anticipate
another recession in 1979 or 1980. That would slow
overall real income growth between now and
1980, and probably make the 1985 figures too high.

The overall rate of growth anticipated between
1975 and 1980, as you can see, is faster than that
projected for 1980 and 1985. That's because the
projections reflect the anticipated recovery from
the recession between 1975 and 1980, while growth
between 1980 and 1985 was expected to be more
normal. Property income and transfer payments,
which are not shown on the chart, are assumed to
grow somewhat more slowly than in recent years.
Now let's look at what these projections imply for
per capita incomes in the state (figure 10). The
expectation is that per capita incomes are going to
increase, but that the gap between U.S. and
10

Figure 10. Per Capita Income, Montana and the United
States, 1972-1985, in 1972 Dollars
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So Montana may not do as well as the projections
indicate between now and 1985. But we're also
concerned with the immediate future—1978. And
in spite of growing concern about what may lie
ahead, most economists are predicting that 1978
will be a lot like 1977. That is, it will be a pretty good
business year overall, but inflation and
unemployment both will continue to be too high.
Most forecasts anticipate a real growth of from 4 to
4.5 percent in gross national product, an inflation
rate of 6 or 6.5 percent, and an average
unemployment rate of from 6 to 6.5 percent. That
would mean a somewhat slower rate of growth this
year than last, and slight reductions in both
inflation and unemployment. These are consensus
figures. There are a few mavericks who think the
majority of economists is too optimistic, and that
inflation will be closer to 7 percent and
unemployment closer to 6.5 than 6 percent of the
labor force.
Let us assume that the majority is correct in
assuming a reasonably good year for the U.S.
economy in 1978. Let's keep in mind the
projections for 1980 and 1985, which suggest a
significant income growth both nationally and in
Montana, recognizing that there's also a possibility
of another setback between now and 1980. And
against this background, let's look at the prospects
for Montana's basic or export industries, all of
which are affected by national, and often world,
developments.

The ou tlo o k fo r the basic industries
Agriculture—still a bellwether industry

Let's start with agriculture, still the state's
bellwether industry. Its problems have been much
in the news recently, and while it's true that farmers
and ranchers have never been known for their
optimism, this time they are not calling wolf.
Since so much of Montana's economy is tied to
agriculture, the obvious question is why the
agricultural depression hasn't affected the state
more than it has. How can the Montana economy
continue to expand—even slow ly—when
agriculture is in such bad shape? Part of the answer
is that in the short run gross farm income—before
expenses—has a greater effect on the state
economy than does net farm income, and gross
income has not fallen as sharply as net. Since they
have no control over markets, farmers keep
producing even when times are bad. That means
they use their receipts from sales to buy production
items even when profits are down. They may
postpone buying a new tractor, but they continue
to purchase current production items.

There also is a time lag involved, since payday for
most farmers and ranchers comes in the fall. Last
year's reduced receipts will have more effect on
this year's than on last year's business. Over the
longer run, of course, the decline in farm profits
will have a more serious effect. If farm conditions
don't improve, you can be sure the state economy
will feel it more and more.
Unless unexpected developments occur, 1978
probably will bring a slight improvement in the
agricultural situation. Cattle prices are expected to
rise as beef production declines, but competition
from pork and poultry will tend to put a damper on
beef prices. Supplies of those meats are increasing,
and their prices likely will be down. World grain
supplies are rising and market prices could fall
further.
Increases in gross farm income this year likely will
be the result of government payments to grain
farmers and improved cattle prices. And increased
production costs will offset some of that gain. That
means net farm income in Montana may show only
slight improvement. Hopefully, it also means that
the long downward slide in farm income has come
to an end. How long before it returns to acceptable
levels is another question.
Beyond 1978, farmers and ranchers must look
forward to more government assistance and more
government intervention, at least through 1981,
when the new farm program expires, unless or until
market conditions improve. The BEA projections
that we have been looking at assume that
agricultural income in both 1980 and 1985 will be
about three times the 1977 figure in constant
dollars, but 20 percent below the 1973 high. These
projections do not reflect any inside knowledge as
to future weather conditions in the Ukraine, or
other events which would affect the world supply
of grain. They are, again, simply an extension of
trends prior to 1975. If we're lucky, the income
levels they porject may materialize.
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The forest industries—an uncertain future

Manufacturing is the most important nonfarm
export industry in Montana. By far the most
important activity within manufacturing is the
wood products industry. Two other major
manufacturing industries—primary metals and oil
refining—will be included when the outlook for
mining is discussed.
The wood products industry, as everybody
knows, is the backbone of the western Montana
economy. Its prospects assume special importance
for Montanans living west of the Divide. Those
11

prospects are heavily dependent upon the national
housing market, and upon available timber
supplies.
The market outlook for this year is reasonably
good. In 1977, over 1.9 million new housing units
were constructed, and experts are predicting
anywhere from 1.7 million to 2.0 million this year. In
spite of tighter credit, homebuilding should
continue strong through the first half of the year
because of the current high level of mortgage
commitments. We may see a slump during the last
six months, but, overall, it could be a reasonably
good year.
Indeed, if all the industry had to worry about was
the housing market, prospects for the next few
years should keep it in good spirits. That growth in
the 25- to 44-year age group, plus the trend toward
more and smaller households means that if
financing is available, the demand for housing is
likely to remain high for some time. But there are
other considerations for most Montana producers
which make the outlook less certain. These, of
course, are the questions pertaining to the supply
of timber from public lands, in an area heavily
dependent upon public timber.
In recent years, the forest industries have been
caught in the dispute as to how public lands should
be used. At the present time, some 6.5 million acres
of roadless national forest lands and grass lands in
Montana are being reviewed for possible inclusion
in the National Wilderness Preservation System,
mostly under a process called RARE II.

12

RARE II stands for Roadless Area Review and
Evaluation, and it is likely to become a well known
acronym in Montana during the next few years.
At the end of the evaluation process, in Decem
ber, 1978, the Forest Service will make rec
ommendations to the Congress as to which of
the areas evaluated under RARE II should be added
to the wilderness system. The available timber
supply may be further reduced permanently as a
result.
But that's not all that's worrying the Montana
industry. The National Forest Management Act of
1976 directs the Forest Service to identify lands
“ which are not suited for timber production,
considering physical, economic, and other
pertinent factors . . ." This may pose a further
threat to the timber supply in Montana, on the
grounds that our steep mountainsides are not
physically suited to timber harvest and/or that they
are marginal producers compared to forests in
other parts of the country. In other words, future
investment in national forests presumably is to be
allocated to areas where the relative effects on
environmental quality are the smallest and the
potential return on investment is the highest. It is
difficult to disagree with this concept, but it does
put the burden on the Montana industry to
establish the suitability of Montana national forests
for timber harvest. The guidelines do provide that
consideration is to be given to the impact of
reduced supply on local economies.
Understandably, these national policy

The M ontana Economy: 1978 and Beyond/M a x in e C. Johnson

developments make the industry very nervous. At
best, the outlook is for stronger competition and
increasing prices for what may be a declining
amount of public timber. By 1985, there probably
will be fewer wood products firms in Montana, with
production concentrated in the operations of
companies producing a combination of products
utilizing both sawtimber and residuals. It's possible
that forest residues—the material now left in the
woods—will be used for additional pulp and paper
production, particleboard, and/or industrial fuel.
Such developments would help offset the loss of
jobs likely to occur with the closure of small
sawmills.
In this context, one significant development
currently deserves special mention. That is the
expansion of the Missoula pulp and paper mill.
When completed in 1981, the $149 million project
will provide 150 new jobs. They are good jobs; the
earnings of mill employees in 1976 averaged over
$19,000. From the standpoint of the Missoula
economy, the timing could hardly have been
better, coinciding as it does with a decline in
employment at the University and a large
expansion in retail trade facilities.
Given the favorable housing outlook for 1978,
statewide employment in the forest industries this
year will average about the same, or only slightly
below last year, at around 9,800 workers. Looking
forward to 1985, we might count ourselves
fortunate if the industry—whatever its product
mix— had m aintained curre nt levels of
employment. It might, however, increase its
contribution to income through a growth in the
proportion of higher paying jobs, such as those in
pulp and paper.
Mining— not what it used to be

Some of the most interesting developments today
are occurring in the mining industry. Montana still
calls itself “ The Treasure State," but nowadays most
people thinking of Montana's treasures probably
picture farmland or timber, or maybe a good
fishing stream. The mining industry—particularly
metal mining—isn't what it used to be, in terms of
either economic or political impact.
Metal mining in Montana means copper, of
course, and the world copper market has been in
trouble for some time. During the past three years,
there's been too much copper and the world price
has been depressed. This has been especially hard
on U.S. producers, who have lost markets to lowerpriced foreign copper. In Montana, metal mining
employment has fallen from 4,000 in 1974 to around
1,900 today. Butte recently lost a number of highM O N T A N A BUSINESS QUARTERLY/Spring 1978

paying jobs when most of the upper-echelon
employees of ARCO were transferred to Denver.
Although employment has declined by half, output
fell only 32 percent between 1974 and 1977. This
seems to indicate a substantial increase in
productivity per worker over the past few years.
The fate of the primary metals industry is closely
tied to copper production; about two-thirds of the
workers in that industry are engaged in copper
smelting and refining. The employment declines in
primary metals have been much smaller than in
mining, but environmental standards which
apparently would require large expenditures to
bring existing operations into conformance may
pose a future threat.
Most experts think recovery of the world copper
market is going to be slow and gradual. During the
remainder of this year, we could expect the
number of metal miners to hover around 2,000,
where it is today, and primary metals substantial
increase in mining and smelting employment
between now and 1985 probably is dependent
upon new mining projects. Such developments
may be a part of Montana's future. Copper analysts
are predicting a shortage of the metal and
significant price increases by the mid-1980s.
It's a sign of the times that there are more
Montana workers employed in oil and natural gas
production than in coppper mining. Actually, most
of the workers added during the past year are
engaged in exploration rather than production.
The bulk of the employment continues to be in the
eastern part of the state; Sidney, for example, is
experiencing a mini-boom in oil exploration. But
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western Montana, which has seldom seen an oil
drilling rig, is seeing them today, as interest in the
Rocky Mountain overthrust area increases. There
have been some important discoveries in Wyoming
and Utah in the overthrust belt, but none so far in
Montana.
We think there may be further increases in
employment in the oil and gas industry next year.
Several hundred new jobs in the industry over the
next few years are quite likely.
All this activity results not just from the national
energy situation, but also from the problems facing
Montana refineries. Our refineries have become
very dependent on crude oil from Canada. About
40 percent of the oil refined in Montana comes
from north of the border, and Canada is gradually
cutting off that supply. Unless alternative sources of
crude oil are developed, some state refineries will
have to close. The Northern Tier Pipeline could
help solve the problem by providing Alaskan
crude; this would involve some adjustments by the
refineries to adapt to Alaskan oil.
Paul Polzin has estimated that if the pipeline does
not materialize and no other sources of petroleum
become available, the state could lose as many as
2,700 jobs—500 in the refineries and up to 2,300 in
derivative industries. Many of the jobs (up to 2,100)
would be in Yellowstone County, and that would
be a serious blow to Billings and Laurel. And if
Montana refineries reduce their output, industry
and consumers throughout the state could find
themselves paying higher prices for imported
petroleum products.
Experts tell us that the crude supply should be
adequate for 1978. Beyond that, we will need
interim measures such as exchanges between
Canadian and Montana firms, a unit train system, or
a negotiated postponement of the cutoff date until
new pipeline facilities are available. That could be
three or four years away, allowing time for permits
and construction.
Remember the days a few years ago when
newspaper headlines predicted an influx of
thousands of coal miners, and some even
envisioned a new Pittsburgh in eastern Montana?
Well, around 900 coal miners produced about 27
million tons of coal last year, and the Montana
Energy office anticipates around 31 million tons this
year. Colstrip, with some 2,200 inhabitants today, is
the largest population center in the coal fields.
Furthermore, the probable extent of Montana coal
development appears to be declining as a result of
some recent developments.
Most notable among these are the new federal
Clean Air Act amendments, which require all new
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coal-fired generating plants in the United States to
use the best available control technology to cut
sulfur emissions. Today wet scrubbers are the best
technology. The option of using low sulfur,
compliance coal from the West without scrubbers
apparently has been eliminated for future
generating plants. Since western coal has a lower
heat content than eastern coal and since it costs a
lot to ship, utility plants which did not have permits
prior to the Clean Air Act amendments probably
will not use western coal. Another provision of the
Act states that local coal must be used wherever
practicable in order to protect local jobs. This
means that if an Ohio utility proposed to use
western coal and by so doing would create
unemployment among Ohio coal miners, it would
not be permitted to do so. Local coal would have to
be used.
In the light of this new legislation, as well as the
delays which have occurred in obtaining permits
and constructing new plants, and given the now
obvious conclusion that no gasification plants are
likely between now and 1985, projections of
western coal production over the next seven or
eight years are being revised downward. Joel Price,
a vice president and coal analyst for Dean Witter &
Co. suggests that western producers may find
themselves facing excess supplies and price
pressures in the 1980s. There has been some
evidence of that already.
According to Price's reckoning, Montana coal
production could reach 38 million tons in 1980. If
conditions justify further development and new
mine construction is approved, output could total
61 million tons in 1985. Both of these are maximum
figures. Earlier, widely publicized projections had
called for around 100 million tons by 1985. Now it
appears that Montana coal production in 1985
probably will not be more than two or two and a
quarter times what it was last year.
These projections suggest several important
points. First, employment gains in coal mining in
the foreseeable future will be quite modest—at the
most another 1,000 workers by 1985. Some of these
people will live in Wyoming, and work in Montana.
Second, although coal tax revenue is already very
important to Montana, it may not turn out to be the
bonanza some folks hoped.
To summarize, the mining industry will provide
some new jobs this year in oil and gas exploration
and coal mining. We hope that metal mining will
not decline further. Between now and 1985, the
mining and smelting industries could provide
considerable new employment and earnings,
mats assuming Montana refineries are able to
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obtain supplies of crude oil and anticipating
increases in oil exploration and coal production.
My ballpark estimate would be around 1,500 new
jobs by 1985. That is considerably less than the
projections we looked at a few minutes ago appear
to indicate.
It was indicated earlier that the 1985 income
projections by the Bureau of Economic Analysis
assumed that farm income would be at rather high
levels and that basic nonfarm income would
increase significantly, based on rapid growth in
manufacturing and mining. The projected increase
in earnings in those two industries was 58 percent.
In the light of the analysis I've just given you, I'd
scale that estimate of total earnings in
manufacturing and mining down considerably,
perhaps by about one-half.

small increase in total earnings over the next eight
years, and that seems reasonable.
Heavy construction employment and earnings
bounce up and down according to the number of
large projects, such as dams, and the level of
highway construction. This year Colstrip III and IV
and the expansion of the Missoula paper mill
should contribute around 500 new jobs. That
number will grow in the next few years. The
projections for 1985 show earnings slightly higher
than in 1977, which was a pretty good year.
So, overall, our export industries—agriculture,
manufacturing, mining, railroads, and the federal
government—should show some growth this year
and over the next 8 years. That's good news for the
derivative industries serving them and the local
population.

O ther basic industries

Continued growth in derivative industries

There are three other industries which we classify as
basic or primary (export) industries. They are heavy
construction, railroads and the federal gov
ernment. The growth industry among these three
no doubt will be the federal government. Pre
dictions are for more hiring at the national level,
and that probably means more federal employees
in Montana as well. Every now and then someone
raises the spectre o f President Carter's
reorganization plans, and the possibility of the
transfer of some regional offices, such as the Forest
Service, out of state. That would be a severe blow to
Missoula, but there is no way to predict what may
happen. Unless some agencies are moved out of
state, earnings from federal employment are likely
to increase substantially, beginning this year.
Given the trouble the Milwaukee Railroad finds
itself in, it's also difficult to assess what may happen
to railroad employment. The projections show a
M O N T A N A BUSINESS QUARTERLY/Spring 1978

The BEA projections call for an increase of
approximately one-third, in 1972 dollars, in the
total earnings of derivative workers. Given the past
history of these industries, that's a rather modest
increase. The largest percentage gains are expected
in the services and in state and local government,
but substantial gains are anticipated in trade,
finance, construction and utilities.

1978 and beyond
This year: better than 1977
Now let's see what all of this indicates for the year's
prospects, and for the general outlook to 1985.1978
will probably be a better year for Montana than
1977. Gross receipts of farmers and ranchers should
increase, and that will mean more agricultural
spending. Net farm income may also improve a
little, but farmers and ranchers, and many of their
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suppliers, especially businesses selling farm
equipment and other capital items, are not likely to
share in the general prosperity.
Among the nonfarm export industries, wood
products should continue reasonably strong. We
should see some increases in employment and
earnings in oil and gas exploration and coal mining,
and metal mining may at least hold its own this year.
The federal government will likely add to its
payroll. Construction activity should be strong with
the addition to the pulp mill in Missoula and
Colstrip III and IV. The number of households will
continue to increase, and that means a growing
demand for housing as well as other consumer
goods and services.
All of this—increases in export income plus the
new
households—will
promote
increased
employment and earnings in the derivative
industries. So 1978 looks like a pretty good year for
much of the nonfarm economy. Until farm income
recovers, however, the state's economic
performance is going to fall short of what it should
be.
Modified projections to 1985
And finally, let's take another look at 1985. We have
discussed the prospects for the various industries.
Based on this discussion, I adjusted the BEA
projections for earnings in manufacturing and
mining downward and came up with modified
projections for 1985. My projection for total
income was only 3 percent below the BEA figure.
That hardly seems significant enough to mention
when we're dealing with something so imprecise
as projections. But all the difference occurs in
nonfarm basic income, and that's important. My
projection calls for a much smaller increase in
export employment in mining and manufacturing,
and that's where many of the good jobs are.
Table 1 shows some rough estimates as to what
my projected increased in total income would
mean in the way of employment. Farm
employment obviously has very little relationship
to earnings and is very difficult to estimate. I took
the easy way out and assumed it would stay the
same. The projections of nonfarm basic earnings
relate to an increase of approximately 2,700
workers between 1977 and 1985. That's a 3 percent
increase in export employment, and represents a
somewhat slower growth than we've had since
1972. The projection of a 34 percent increase in
derivative earnings could mean anywhere from
45,000 to 65,000 new jobs, depending upon the
16

Table 1
Projected Change in Employment
Montana, 1977-1985
Basic industries
Farm
Nonfarm
Derivative industries

o
+2,700
+45,000-65,000

industry mix, changes in wage rates, and the
number of hours worked per week. If the number
of part-time jobs continues to grow, the higher
number may be more accurate. Between 1972 and
1977, we added 46,600 workers in the derivative
industries.
Using my earnings estimates and the BEA
population projection, 1985 per capita income
comes out 2 percent lower than the BEA figure.
That's hardly worth mentioning either. What is
worth discussing is the effect different assumptions
about population have on per capita income.
Suppose that instead of 767,000 our population
amounts to 800,000 in 1985—a figure more in
accord with recent estimates. Then per capita
income would have increased only 33 percent,
rather than the 39 percent projected by BEA. I don't
know which figure will prove to be more accurate.
Or perhaps we should content ourselves at this
point to summarize the outlook for 1985 something
like this. Based on past trends in Montana and the
U.S., adjusting where possible for probable
changes, and assuming a strong comeback for farm
income, Montanans can expect their per capita
incomes, in real terms, to increase by from 33 to 38
percent over the next eight years. In the process,
the proportion of the population in the labor force
will have continued to increase. Most of the new
workers will be in the derivative industry group,
many in rather low paying occupations. Earnings in
the export industries will show a large increase, but
employment will grow only slowly. Per capita
incomes in Montana will continue to remain well
below the national average.
□
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AGRICULTURE
A HARVEST
OF CHOICES

Robbin S. Johnson
Robbin S. Johnson is Assistant Vice President,
A d m in is tra tiv e D iv is io n , C a rg ill, Inc.,
Minneapolis.

A m erican agriculture today seems torn by con
flicting forces. On the one hand, growth in export
marketing opportunities over the past decade
ushered in a period of unparalleled prosperity for
grain farmers. On the other hand, exports no
longer are an unmixed blessing. Livestock farmers
and consumers feel the pinch when strong export
demand pushes grain prices up. Grain farmers are
squeezed when government clamps down on
exports to protect domestic supplies, or when
overseas demand falls behind our productive
capabilities.
Resolving this dilemma to everyone's satisfaction
will be difficult. Choices will have to be made and
compromises accepted. Montana has a real stake in
these decisions. It also can have a voice in making
these choices.
What choices to support depends in part on
understanding how grain export prospects affect
Montana agriculture. It also depends on distin
guishing between what can be done and what
alternatives are not realistic. There are several
choices which can meet both tests and which
should be pursued.
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Impact o f export prospects
Montana enjoys a sound, stable, family-based
agriculture. Virtually all Montana farms are familyowned, and farming is the sole or primary source of
income on over half of the farms with annual sales
above $2,500. Livestock production accounts for
about 40 to 45 percent of farm cash receipts, and
crop production accounts for the balance.
Still, Montana farmers confront some real
uncertainties. Average rainfall per year is only 12-14
inches, and only about 5 percent of the acreage
seeded to small grains is irrigated. As a result, about
40 percent of Montana cropland is summer fallow,
permitting the soil to rebuild its moisture reserves.
While Montana's livestock industry has largely
been self-reliant, government programs tradition
ally have provided stability to crop farmers. For
grain production especially, acreage, price support
and income payment programs have at times been
substantial. In fact, by 1969 government payments
totalled $80 million, or about 14 percent of cash
receipts and 40 percent of net income from all
farming activities.
Surging exports in the 1970s changed this. Total
cash farm receipts doubled, and net farm income
rose to $400 million. By 1975, farm program
payments had fallen to less than 1 percent of total
farm receipts. Government payments will rebound
this year to offset a new risk—falling grain prices.
But, farm programs are unlikely ever again to
assume the importance they did in the 1960s.
The export-led growth of recent years resulted
from the rapid emergence of an Asian market for
U.S. grains. In 1961, the total value of U.S.
agricultural exports to Japan, India, South Korea
and Taiwan was about $870 million. By 1975, these
countries were importing six times as much—more
than $5 billion annually.
Of course, not all of this growth came in grain
exports, but much of it did. Moreover, grain
shipments from the West Coast benefited
directly—jumping from 20 million bushels annually
in the 1950s to 300 million bushels per year today.
To handle this surge, modern export facilities have
been built in the Pacific Northwest. There are now 8
large export terminals and 1 or 2 small ones serving
an Asian market which today includes Indonesia,
the Philippines, Hong Kong, Bangladesh, and
Southeast Asia as well as the major countries
already mentioned.
But booming Asian grain demand does not
automatically translate into growth in Montana
grain exports. In fact, until the early 1960s only a
small amount of Montana production moved to the
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West Coast for export. Today, 60 to 75 percent of
Montana's wheat output moves West into export
markets.
The vital link connecting Montana farmers and
Asian consumers is the network of interior rail,
truck, and barge shipments which has grown up
since the mid-1960s. Railroads move about threefourths of Montana's grain shipments west. But,
truck shipments to West Coast ports or to barge
loading stations on the Columbia and Snake Rivers
have begun to capture a growing share of this
volume, giving Montana grain another path to the
Coast.
Montana has not yet seen the development of
unit-train rates. By cutting transportation costs,
they have helped open export markets for farmers
in other inland states like Iowa, Illinois, and
Indiana. Of course, Montana grain production is
not dense enough to support the volumes required
by 50-, 75- or 100-car trains. In the future, however,
10- or 25-car rates could develop.

Consensus principles
Emergence of this export orientation has been
instrumental not only in opening new income
opportunities but also in diminishing dependence
on government. Historically, farm programs have
been a response to problems of surplus. Surging
exports in the 1970s used up those surpluses and—
at least for a time—raised fears of scarcity.
Malthusian predictions of population growth
outdistancing food supplies have not materialized.
Instead, farm policymakers and grain farmers are
again wrestling, at least temporarily, with the
effects of excess supplies.
But the experiences of recent years have shifted
the center of gravity in farm policy in several ways.
First, grain policy in the U.S. has become marketoriented. Farmers now earn their income from
se ling grain to users, not from complying with
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pervasive governmental programs. This also means
that in general, market prices, rather than compre
hensive land retirement schemes, are the primary
means for balancing grain supplies with use.
Second, though government's role will be
diminished, it will not disappear. Equally important,
government will now be serving a variety of
clients—not just grain farmers but also consumers,
livestock farmers, people in poor countries and
foreign policymakers. Changes in the 1977 Farm Act
reflect the diversity of these interests. For example,
grain reserves to eliminate both peaks and troughs
in price movements were authorized. Similarly, the
Food for Peace program was transformed from
simply a means of disposing of surpluses to a
program serving primarily humanitarian and
market development objectives.
So, one basic principle of current American farm
policy is that it is market-oriented. The corollary is
that government's role has become secondary,
supportive, and subservient to a broad range of
social objectives.
A third “ consensus principle'' is that agriculture's
horizon has expanded. Today, overseas buyers use
almost half as much American grain as domestic
consumers do. As a result, farmers have a whole
new set of concerns they must factor into their
decisions. New attention must be paid to keeping
our exports competitive with shipments from other
countries. Similarly, weather patterns in the
Ukraine are now as important as those in the Great
Plains.
Agriculture's horizon has expanded in another
way as well. How well the economies of Europe or
Asia are doing has taken on new importance, since
improvements in their incomes help fuel our
export growth. Equally important, food has risen to
the top of governmental agendas along with
energy, jobs, and inflation. Very simply, export
growth has bred prominence and inter
dependence. Future policy decisions cannot
ignore agriculture's new role.

Policy initiatives
If this general consensus on a new agricultural
profile will shape farming's future, it is equally true
that there is still room for differences in emphasis
and degree in farm policy. This has special
importance for three particularly sensitive issues:
farm income support levels, grain reserves, and
trade policy. Following are suggestions which
include the kinds of emphasis that seem consistent
with agriculture's new profile and the promise of
continued export growth.
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Farm income support. The 1977 Farm Act
supports grain farmers' incomes in two ways. Price
support loan levels support incomes indirectly by
setting a floor under grain prices. This floor is to be
set below normal market prices to avoid stimulating
excess production and to encourage additional
demand in years of abundant supplies.
Target prices, on the other hand, support farm
incomes directly. They guarantee qualified farmers
direct payments in years when market prices are
very low.
Unfortunately, the target price mechanism
distorts the market signals that are supposed to
govern farmers' decisions. Tied to a cost-ofproduction formula, this mechanism tends to
encourage production of more wheat than can be
sold. It also tends to boost land prices, which simply
increase future production costs, especially for new
farmers. Both effects limit the ability of farm policy
to remedy real income hardships.

An alternative would be to support a target net
income rather than a target price. For example,
government could guarantee grain famers a
minimum net income of, say, $10 billion. When net
income exceeds that target, no payments would be
made. If net income fell short—say reaching only $8
billion—government payments would make up the
difference—$2 billion in this example. Each individ
ual farmer's share would be adjusted to reflect his
total cropland acreage and its relative productivity.
This approach completely severs income support
from individual commodity prices. Each individual
farmer's income would depend on only two
things—how well he does in his planting and
marketing decisions, and how well all farmers do.
Since he cannot influence the latter, he would
concentrate only on maximizing his own income.
Program benefits would reward good farm
management, not land ownership. Loan levels
could be set in light of market realities rather than
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political pressures, since net income targets would
be protected. And, farmers would be encouraged
to make both planting and marketing decisions in
ways that hold program costs down and boost
market earnings.
Grain reserves. Another issue which must be
faced involves grain reserves. Though the issue has
proven very divisive within the agricultural com
munity, it should not be.
It's not a question of whether to have reserves.
We have “ reserve” supplies of grain today above
our current needs for unavoidable reasons. Crops
fluctuate from one year to the next, but animal
feeding, farmer cropping patterns and human
consumption take time to adjust to altered supply
conditions. Governments refuse to allow prices to
range widely enough to force these adjustments
more rapidly. In fact, trade barriers in other
countries magnify the adjustments the U.S. must
make. So, the only real question is how to manange
our “ reserves” —the grain we don't currently
want—intelligently.
Right now, the U.S. Department of Agriculture
has proposed a 300 million bushel, farmer-held
wheat reserve acquired at the current $2.25 per
bushel loan level. Farmers could release grain from
the reserve when prices reached 140 percent of the
loan ($3.15 per bushel). When prices reached 175
percent of the loan ($3.94 per bushel), government
would force farmers to pay off their commodity
loans or default on them.
On balance, this quantity target—300 million
bushels—seems reasonable, but the release price
may prove too low. The lower release price should
be raised to 160 percent of the loan ($3.60), and the
price at which the government would call in the
loans should be raised to 200 percent of the loan
($4.50).
These changes yield several advantages. They
reduce consumer fears that the reserve would be
used up prematurely. They also encourage more
grain to be carried from one year to the next
voluntarily, increasing security without adding to
program costs. And, they give farmers greater
opportunities for profit from appreciating invento
ries or new production.
Trade policy. The final area where choices will be
important is trade policy. Two kinds of concerns
stand out. The first is whether current agricultural
trade disputes will be settled in ways which expand
access for U.S. grains to foreign markets.
U.S. efforts to expand our access to foreign
markets have largely failed in the past. Foreign
governments face strong pressures from their
farmers for protection. At the same time, American
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manufacturers and farmers facing potential import
competition have been unwilling to encourage
overseas concessions by granting concessions of
their own to our trading partners. So, agricultural
trade problems have generally been ignored.
But, the grain shortages and surging prices of
recent years point out a new alliance of interests. In
effect, U.S. consumers, American livestock farmers,
and people in developing countries all had to pay
more for grain in these years because countries like
Japan and the Western European nations have
trade barriers designed to protect themselves.
According to one estimate, their actions had the
effect of withdrawing 13 million tons of wheat from
the rest of the world between 1972 and 1974. This
was more than the actual shortfall in 1972 wheat
production.
The U.S., by contrast, drew down stocks, changed
livestock feeding patterns and brought idle acres
into production. These actions made 58 million
additional tons of grain available to the rest of the
world.
So, in trade negotiations, we should talk not only
about our access to grain markets but also about
access for grain users to supplies. The U.S. and
developing food-importing countries share a
common interest here. Both seek changes in the
farm and trade policies of industrial areas like
Japan, Europe and the Soviet Union which will
make them more responsive to changing market
conditions.
The other agricultural interest in trade policy is
admittedly more remote. Still, agriculture does
have a vital stake in overcoming current protec
tionist sentiments and achieving a -successful
overall trade negotiation. The reason is simple. The
key to growth in grain exports—especially to Asia—
is economic development and improved incomes
for our customers. Exports of their processed and
manufactured products are a vital engine for this
growth. Those exports, in turn, depend on reduc
ing rather than raising industrial trade barriers.
Thus, agriculture must continue to support freer
trade in general. It is the best investment we can
make in our own market development.
This discussion has examined the sources of both
strength and change in Montana agriculture. That
analysis points to an agenda of policy choices for
the future that involve farm income support
programs, grain reserves, and trade policy. Monta
na s farm prospects will be enhanced by outwardooking policies, by policies where government is
supportive but not dominant, and by choices which
harness the strengths of market forces.
□
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I he statewide economic conditions have already
been discussed. But Montana is very large, and
economic trends which are important in one part of
the state may have little or no relevance for persons
living elsewhere. We will take a narrow perspective
and look first at recent economic conditions in
Montana's three largest urban areas: Missoula,
Billings, and Great Falls. Then, we will examine
what makes these economies tick. Finally, a brief
discussion of likely future trends in these three
cities will be presented.
Before we examine the economic conditions in
Montana's three largest cities, we would like to
discuss the numbers we will be using. For substate
areas such as cities and counties, economic data are
notoriously out-of-date. In many cases, the latest
statistics are two years old. This means that 1975 is
the latest year for which complete information is
available. But, the year 1975 seems like ancient
history. Consequently, we have used bits and
fragments of information along with preliminary
reports to derive 1976 figures for most of the
important economic indicators. This procedure
does provide more current information. But there
is the chance that the figures will be revised
considerably when all the returns are in. Conse
quently, the 1976 data should be taken with a grain
of salt.
One final comment about revisions. The sharpeyed reader will notice that many of the numbers
presented here are not the same as those shown last
year. The differences are caused by revisions. These
changes are frustrating to researchers. But, con
stantly changing numbers are better than stable,
and inaccurate, numbers. In any case, most of the
revisions were small and did not lead to major
changes in the conclusions.
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Current conditions in Montana's largest
cities
The complexities and interdependencies make it
difficult to summarize in a few words the general
condition of an economy. This is true even for the
relatively small (by national standards) economies
of Missoula, Billings, and Great Falls. Taken
together, statistics for population, income, and
employment do provide an overview of current
conditions, even though each measures a different
facet of the local economy.
Missoula, Billings, and Great Falls will be
analyzed using county data. That is, the figures refer
to Missoula, Yellowstone, or Cascade counties, and
are not restricted to those activities occurring
within the city limits. There are two reasons for
analyzing counties rather than cities. First, there are
very few data for cities; most regularly published
information is for counties. Second, the legal
boundaries of cities are usually arbitrary, and the
economy may extend far beyond the corporate
limits.
First let's look at population. Figure 1 presents the
figures for Montana and the three urban counties.
The data are graphed on ratio (logarithm) scale so
that equal slopes denote equal growth rates.
Annual population estimates are presented from
1970 to 1976. From 1960 to 1970 only, the trend
Figure 1. Population in Montana, and Cascade, Missoula
and Yellowstone Counties

Source: U.S. Department o f Commerce, Bureau o f the Census
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values are plotted to facilitate comparisons be
tween the sixties and the seventies.
Montana's population during the seventies grew
at a faster rate than in the sixties; the average slope
of the graph from 1970 to 1976 is steeper than the
portion between 1960 and 1970. The average
compound rate of change was 1.4 percent per year
during the last six years as compared to 0.3 percent
per year during the sixties. Although it is difficult to
see in a small graph, there was a distinct moderation
in Montana's population increases during the
seventies. The compound growth rate averaged 1.5
percent per year between 1970 and 1974, then
dropped to 1.0 percent per year from 1974 to 1976.
Looking first at Missoula, the difference be
tween the first four years of the decade and the last
two years is very obvious. From 1970 to 1974,
Missoula's population grew at an average of 2.8
percent per year, slightly above the trend growth
rate of 2.7 percent per year during the sixties. Then,
during 1975, population growth not only moderat
ed, but there was an absolute decline of about 600
persons, from 65,200 in 1974 to 64,600 in 1975. In
1976, the number of resident in Missoula grew to
65,500, a little above its 1974 level.
Last year, we identified Billings as the growth
center for Montana. The population figures suggest
only a slight tempering in the growth. From 1970 to
1974, population grew at an average annual rate of
2.3 percent per year, well above the trend rate of 1.0
percent per year from 1960 to 1970. During the last
two years, the average growth rate dipped a bit to
2.0 percent per year. In 1976, the population of
Yellowstone County was 99,600 persons, only 400
short of the magic figure of 100,000.
The population of Cascade County grew slowly
during the early seventies; the average rate of
increase from 1970 to 1974 was 0.9 percent per year,
as compared to a trend rate of 1.1 percent per year,
between 1960 and 1970. Beginning in 1974,
population inched downward; it stood at 83,600 in
1976, which compares to 84,700 in 1974. (The actual
peak was in 1973, when the estimated population
was 84,800, but a difference of only 100 persons is
much less then the margin of error for these
statistics.)
The residents of Great Falls and Missoula may be
skeptical of the recent figures showing population
declines in their hometowns. There have been no
obvious improvements in the traffic and conges
tion problems, and the building of new homes and
apartments continues unabated. We are the first to
admit that the data are not flawless. But, other
indicators tell similar stories, and we doubt that the
population data are completely erroneous. Later in

Missoula, Billings, and Great Falls: Trends and

Prospects/Pau/ f. Polzin

this issue, we will discuss the age structure of the
population and some of the implications for
economic analysis. For now, it is sufficient to point
out that the postwar baby crop is currently
graduating from schools, buying cars, and moving
into their own dwellings. In other words, this
abnormal bulge in the population is now going
through the stage where they demand many of the
items usually associated with an increasing popula
tion. Therefore, a modest decline in population
may not be inconsistent with the appearance of
prosperity.
Turning next to total employment, the graph for
Montana in figure 2 clearly shows the disparity
between 1970 to 1974 and 1974 to 1976. During the
first four years, the total number of workers rose at
an average annual rate of 3.6 percent per year, as
compared to 1.1 percent per year during the sixties.
The corresponding figure for 1974 to 1976 was only
1.2 percent per year.
Missoula continued to experience employment
growth at a rate slightly above that of the sixties;
employment increased at an average of 3.6 percent
per year between 1960 and 1970 as compared to an
annual rate of 3.1 percent from 1960 to 1970.
Yellowstone County led the way in terms of overall
employment growth, increasing at an average
annual rate of 4.5 percent per year from 1970 to
1976; the greatest growth, however, occurred in
1973, with the other years past more modest gains.
In Great Falls, the number of workers grew at an
average annual rate of 1.7 percent per year
between 1970 and 1974, slightly less than the trend
value of 1.8 percent per year during the sixties.
Then, as with population, the trend turned
downward after 1974; employment decreased from
36,600 in 1974 to about 34,900 in 1976.
The final indicator of local economic conditions
is personal income, which we have converted to
constant 1972 dollars in order to eliminate the
effects of inflation. The latest data provided by the
U.S. Bureau of Economic Analysis are for 1975. The
1976 figures are our estimates based on certain
preliminary reports and other sources of informa
tion. Last year, our estimates for 1975 were very
close to the numbers actually released by the U.S.
Bureau of Economic Analysis. The same methodol
ogy was used this year, but we have a gut feeling—
with few hard facts to back it up—that our
projections for 1976 are a little on the high side; we
will keep this in mind when interpreting the
personal income figures for the three urban areas.
As pictured in figure 3, total personal income in
Montana grew rapidly during 1972 and 1973, it
e M O N T A N A BUSINESS QUARTERLY/Spring 1978

Figure 2. Total Employment in Montana and Cascade,
Missoula and Yellowstone Counties

Source: Montana Department
Employment Security Division

of

Labor

and

Industry,

Figure 3. Total Personal Income in Montana and Cascade,
Missoula and Yellowstone Counties, in 1972 Dollars

Source: U.S. Bureau o f Economic Analysis
Note: 1976 data estimated
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declined slightly in 1974, and then resumed
moderate growth in 1975 and 1976. Most of this
seesawing can be blamed on agriculture; 1972 and
1973 were two of the best years ever experienced
on Montana farms and ranches; the drop in 1974
was only a minor decline from the abnormally high
peak in 1973. Agriculture plays a much smaller role
in the three urban economies, explaining why their
graphs have a different pattern of growth. Missou
la, Billings, and Great Falls all experienced only
minor increases, or even slight declines, in personal
income during 1974 and 1975; these are probably
reflections of the national recession. Yellowstone
and Cascade counties turned upward during 1975,
but Missoula continued to decline. The year 1976
appears to have been prosperous for all three cities,
but as we just mentioned—these income esti
mates may paint too rosy a picture. Overall,
personal income in Billings grew at an average of
5.0 percent per year between 1970 and 1976. The
corresponding figures for Missoula and Cascade
counties were 4.2 percent and 2.8 percent, respec
tively.
In summary, the Billings economy is certainly the
growth leader in Montana; the growth rates for
population, personal income, and employment in
Yellowstone County have all exceeded those of
Montana's other major urban areas. Missoula has
also experienced significant increases, but there
has been a marked deceleration since 1974;
population during 1976 had just regained its 1974
level, and estimated total personal income finally
turned upward after languishing on a plateau dur
ing 1974 and 1976. Great Falls clearly ranks third in
terms of its recent economic performance; the
first few years of the decade saw significant
increases in personal income along with modest
increases in population and employment. These
were followed, however, by declines in population
and employment during the last two years.

growth (or the lack of it) in Missoula, Billings, and
Great Falls. The earnings (consisting of wages and
salaries, proprietors' income, and certain fringe
benefits) of workers in these industries represent a
net injection of new funds into the city's economy
which create additional incomes as they are spent
and respent in the local area. The important
features of primary industries are the amount that
workers earn and the degree to which these
earnings are spent locally. The latter point (some
times called the linkages with the local economy) is
especially important in Great Falls, because much
of the primary income earned by servicemen may
be spent on the Malmstrom AFB, which in turn may
be supplied by the U.S. Department of Defense or
out-of-state wholesalers, and may never enter the
local economy.
Notice that no reference has been made to the
number of export workers — the persons em
ployed in the primary industries. It is the amount of
primary earnings which affects the local economy,
not the number of primary workers. It makes little
difference whether $10,000 of primary earnings
represents the salary of one person, or the income
of two workers each making $5,000. Export earnings
and employment are closely related — more
workers usually mean more earnings. But, we may
run into trouble with an export industry which has
many workers, but pays low wages. Looking only at
employment would overstate the importance of
this industry to the local economy. Because many
persons are accustomed to thinking in terms of
jobs, figures for employment in primary industries
will also be presented. Most of the analysis,
however, will be based on earnings.

Prim ary industries: the key to lo cal eco
n o m ic g ro w th
In order to make sense out of the data for
population, income, and employment, we must
first have some idea of how the economies of the
three cities operate. Last year, we presented a
detailed explanation of the important factors
influencing regional economic growth. This year
we only have time to summarize the major
conclusions; persons interested in a more com
plete explanation may refer to the winter 1977 issue
of the Montana Business Quarterly.
Primary industries are the major determinent of
24

Missoula, Billings, and Great Falls: Trends and

Prospects/Paul E. Polzin

]

1
I

|

1

I

Even though primary industries are a straightfor
ward concept, they sometimes are difficult to
measure. First of all, some do not correspond to the
Standard Industrial Classification (SIC) codes.
Portions of the tourist industry, for example, are
found in retail trade, services, and other categories.
In addition, data for certain primary industries are
not available. Montana's three large cities serve as
regional medical centers, attracting many patients
from the surrounding areas. There is very little data
concerning the earnings of health care profession
als, let alone the portion derived from nonresi
dents.
Contract construction is another industry which
causes us problems; it is usually not possible to
identify the projects which belong in the primary
sector, such as federal dams or highway construc
tion, from those which are derivative in nature,
such as adding on to a house. In addition,
construction projects are transitory and do not lead
to a permanent increase in earnings and employ
ment. We have chosen not to include any contract
construction in the primary sector, but we take
account of this industry when appropriate.
In short, the following figures for export indus
tries should be interpreted with caution. In many
cases, they are “ guesstimates" and are probably not
accurate to the last cent. Hopefully, they are close
enough so that the important features of the urban
economies are not misrepresented.
In order to gain an overview of the export
sectors, we will first look at employment and
earnings in primary industries during 1970 in
Missoula, Billings, and Great Falls. These figures
may seem outdated, but they have been revised
and re-revised and are probably the most accurate
numbers available. Then, we will analyze the trends
since 1970 in the primary industries for each of the
three cities.

Missoula: wood products and the
University
The data presented in figure 4 clearly show that the
wood products industry and the University of
Montana are the cornerstones of the Missoula
economy. The wood products industry includes
loggers, and workers in sawmills, plywood facto
ries, the pulp and paper plant, and other wood
products firms. The only major exclusion is the
independent logging truck operators, who haul
logs under contract; these persons are notoriously
independent, and there are little data relating to
them. During 1970, the wood products industry in
Missoula County employed about 2,700 workers
M O N T A N A BUSINESS QUARTERLY/Spring 1978

Figure 4. Earnings and Employment in Basic Industries,
Missoula County, 1970

Source: U.5. Bureau o t bconomic Analysis.

and paid about $27.0 million (1972 dollars) in
earnings, representing about 34.7 percent and 27.6
percent of total primary earnings and employment,
respectively.
The figures for the wood products industry
understate the importance of the forest resources
to Missoula's economy. The U.S. Forest Service, the
U.S. Bureau of Land Management, and the
Montana Division of Forestry have installations in
Missoula. We do not have figures for the Montana
Division of Forestry, but the U.S. Forest Service and
the U.S. Bureau of Land Management had a
combined total of about 900 employees in Missoula
during 1970. Adding these federal agencies to the
private wood products industry suggests that the
forest resources account for roughly 45 to 50
percent of the economic base in Missoula County.
The University of Montana is the second largest
component of Missoula's economic base. About
$15.9 million (1972 dollars) was paid in 1970 to 3,000
faculty, staff, and student employees. These figures
do not include the impact of the nonresident
students; they are similar to tourists in that they
spend in local stores but much of their income may
come from home. Most of the spending is included
in the export component of retail trade, which will
be discussed later.
The University of Montana provides a good
example of why we prefer to analyze primary
industries in terms of earnings rather than employ25

merit. The 3,000 employees represent almost 31
percent of total primary employment. This over
states the importance of the University to Missou
la's economy because many of these jobs are held
by students working part-time. Employment figures
do not take into account unequal earnings. A
professor earning $15,000 a year is given the same
weight as a student working a few hours a week in
the library. The professor's spending will obviously
have a larger impact on Missoula's economy than
the student's.
The transportation industry in Missoula is
dominated by railroad employees, but it also
includes certain other workers associated with
airlines and airplane charter services. Their com
bined earnings were about $8.0 million (1972
dollars) in 1970 and represented approximately 10.2
percent of Missoula's economic base.
Because of Missoula's role as a regional trade
center, a portion of the earnings of retail and
wholesale trade workers are derived from the
spending of nonresidents, and are classified in the
primary sector. During 1970, the export component
amounted to $4.7 million (1972 dollars) for retail
trade and $3.5 million (1972 dollars) wholesale
trade, representing about 6.0 percent and 4.5
percent of total primary earnings. Even though they
appear similar, the export components of whole
sale and retail trade are conceptually very different.
The export component of retail trade represents
the persons who come to Missoula to shop: the
persons living on farms and ranches or nearby small
towns, the tourists who stop and buy items or
purchase meals at local businesses, and the
nonresident students at the University of Montana.
The export component of wholesale trade, on the
other hand, includes the Missoula wholesalers who
supply stores in Poison, Hamilton, and elsewhere in
western Montana.
The tourist industry is also represented by the
earnings of the lodging category. Combined with
certain other small miscellaneous primary indus
tries, lodging accounted for $1.7 million (1972 dol
lars) in earnings, or about 2.1 percent of the total.

consists of a number of small firms, including a
clothing manufacturer and a chemical plant. The
combined earnings were $600 thousand (1972
dollars) and represented less than one percent of
total export earnings.

Billings: a diversified economy
Billings is not dependent on one or two major
industries. According to the 1970 data in figure 5,
the combined earnings of four largest primary
industries in Yellowstone County — oil refining,
food processing, the federal government, and
agriculture — account for about $60.6 million (1972
dollars), only about 56 percent of the total for
primary industries.
Technically speaking, the largest export industry
is manufacturing, consisting of three very different
components; oil refining, food processing, and
other manufacturing. In 1970, the three oil refiner
ies in Yellowstone County employed about 1,000
workers with total earnings of approximately $16.6
million (1972 dollars). The refining of sugar beets
and the large meat packing plants account for most
of the food processing industry; their combined
earnings and employment were $10.1 million (1972
dollars) and 800 workers, respectively. Other
manufacturing includes a wood products firm, a
Figure 5. Earnings and Employment in Basic Industries,
Yellowstone County, 1970

Agricultural earnings in Missoula County were
only $1.7 million (1972 dollars), or about 2.2 percent
of the total for primary industries. This represents
the net farm income of proprietors and the wages
and salaries of hired hands on farms and ranches in
Missoula County. Agriculture is a small portion of
the economic base because many of the ranches in
and around Missoula are small and relatively
unprofitable.

Other manufacturing is a catchall category and is
the final portion of Missoula's economic base. It
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stone, clay, and glass business, and other miscel
laneous manufacturers; taken together, their
earnings were $2.6 million (1972 dollars) and
employment was about 200 workers.
The regional headquarters of several agencies
situated in Billings help to explain the large figures
for federal government earnings and employment.
The U.S. Department of the Interior — including
the U.S. Bureau of Land Management and the U.S.
Bureau of Reclamation — accounted for almost 40
percent of the 1,500 federal employees in Yellow
stone County. The U.S. Forest Service employed
about 11 percent; roughly 30 percent worked for
the U.S. Post Office; and the remaining 20 percent
were scattered among the other federal agencies.
The combined earnings of all the federal agencies
was $15.5 million (1972 dollars), about 14.9 percent
of the economic base in Billings.
The farms and ranches in Yellowstone County
accounted for earnings of $18.4 million (1972
dollars); there were 1,700 proprietors and hired
hands. Therefore, even though much of the area is
urban, agriculture still accounts for roughly 17.7
percent of total primary earnings in Billings.
The export components of wholesale and retail
trade had combined earnings of $19.8 million (1972
dollars) and employment of 1,600 workers, repres
enting about 19.0 percent and 15.2 percent of the
respective totals for all primary industries. Billings'
role as a regional trade center not only includes
shopping trips to the city (usually classified in the
export component of retail trade), but also the
wholesalers supplying the stores and businesses in
the hinterland (the export component of wholesale
trade). The export component of wholesale trade
also includes the livestock and grain dealers, who
are primarily concerned with selling Montana
agricultural products to out-of-state buyers.
Railroads accounted for most of the $12.8 million
(1972 dollars) in transportation, but this category
also includes the employees of oil and natural gas
pipelines and certain airline workers. Lodging and
mining is a miscellaneous group; hotels, motels,
and other lodging places represented most of $7.5
million (1972 dollars) in earnings, but there were a
couple of mining firms and several small businesses
providing agricultural services to farms and ranches
throughout the Billings trade area.
Eastern Montana College reported earnings of
$4.2 million (1972 dollars) to its 1,000 faculty, staff,
and student workers, representing about 4.0
percent of total primary earnings. As with the
University of Montana, the earnings figure under
states the importance of EMC because it does not
include the spending of nonresident students.
M O N T A N A BUSINESS QUARTERLY/Spring 1978

Corresponding data for Rocky Mountain College,
also in Billings, is not presented; based on
enrollment, the impact of this college on the local
economy would be about 15 percent of the figure
for EMC.

Great Falls: primary metals refining and
the Base
As shown in figure 6, Malmstrom Air Force Base,
which is located near Great Falls, dominates the
primary industries in Cascade County. The 5,200
federal military employees during 1970 earned
about $45.2 million (1972 dollars) and accounted for
about 40 percent of the economic base. The U.S.
Department of Defense employed almost 60
percent of the federal civilian workers. Therefore,
even though we don't have precise figures, it
appears safe to conclude that a significant portion
of the $17.4 million (1972 dollars) in the federal
civilian category may also be attributed to Malm
strom AFB. It is likely, then, that over one-half of the
primary earnings in Great Falls are attributable to
the base.
The earnings and employment data may over
state the importance of Malmstrom AFB to the
economy of Great Falls. Much of this income may
never enter the local economy; airmen may
Figure 6. Earnings and Employment in Basic Industries,
Cascade County, 1970
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patronize facilities on the base, which in turn may
be supplied by the U.S. Department of Defense
distribution network or national wholesaling firms.
In other words, the export income earned by
servicemen at Malmstrom AFB may have a propor
tionately smaller effect on the economy of Great
Falls than an equivalent amount earned in other
export industries.
After the base, the next largest export industry
was primary metals refining. During 1970, this
category consisted mostly of the Anaconda's zinc
and copper refineries. The 1,800 workers in primary
metals refining earned $17.3 million (1972 dollars)
and represented about 15.2 percent of the total for
export industries. The zinc operations closed in
1973; we will have more to say about this later.
Meat packing and grain mill products firms
constitute the food processing industry in Great
Falls. Their combined earnings were about $2.5
million (1972 dollars) and they represented about
2.2 percent of the economic base.
Even though the area is dominated by the City of
Great Falls, farms and ranches still play an important
role in the economy of Cascade County. Agricultu
ral earnings in 1970 were $12.9 million (1972
dollars), about 11.4 percent of the total for export
industries.
The statistics for wholesale and retail trade
highlights the role Great Falls plays as a regional
trade center. Sales to nonresidents led to earnings
of $5.2 million (1972 dollars) in wholesale trade
(including the sales of the grain and livestock
dealers) and $2.9 million (1972 dollars) in retail
trade. Taken together, the export components of
wholesale and retail trade accounted for about 7.2
percent of total primary earnings.
Railroad, pipeline, and airline employees are
included in the transportation category. These 700
workers earned about $7.9 million (1972 dollars) in
1970. Finally, the lodging and other industry
consisted of the tourist oriented jobs in hotels and
motels plus a few firms providing agricultural
services to surrounding farms and ranches.

Growth in the prim ary industries
Changes in the primary industries go a long way
toward accounting for the recent economic trends
in Montana's urban areas. They do not provide a
complete explanation, however, and we should not
expect to be able to identify the cause of each blip
and squiggle in the graphs. For example, we cannot
yet pinpoint the precise cause of the recent
slowdown in Missoula. Hopefully, some of the
questions will be answered as more information
28

becomes available. The relationships between the
export industries and population, personal income,
and employment are subtle and complex. They are
difficult to identify except over long periods
because there are often unpredictable and variable
time lags between the changes in the primary
sector and the resulting effects on the derivative
industries. In addition, some of the numbers may
not be inaccurate. Last year, our numbers were
about two years late; the latest figures for the basic
industries were for 1974. This year, the lag has been
reduced to one year, and we have estimates for
1976. We have relied on partial and sketchy reports
in deriving these numbers, and there is a good
chance there will be significant revisions later.
Looking at total nonagricultural basic earnings in
table 1 we will explain later why agriculture was
excluded — we see that Billings had the greatest
increase between 1970 and 1976, about 33.1
percent; Missoula was next with a 26 percent rise;
and Great Falls experienced a decrease of approxi
mately 2 percent. These figures closely parallel the
general trends reported earlier for population,
income, and employment; Billings was the fastest
growing, Missoula was second, and Great Falls was
lagging behind.
Table 1
Earnings in Nonagricultural Basic Industries
Missoula, Yellowstone, and Cascade Counties
1970 and 1976
(In 1972 Dollars)
1970
Missoula
$ 76,100,000
Yellowstone
85,600,000
Great Falls
100,300,000

1976

Percent Change
1970-1976

$ 95,900,000
113,900,000
98,500,000

26X)
33.1
-1.8

Missoula: growth in wood products
As shown in figure 7, total earnings in Missoula's
basic industries rose from $77.5 million (1972
dollars) in 1970 to $95.9 million (1972 dollars) in
1976, an increase of $18.1 million (1972 dollars).
Almost two-thirds of this growth, about $11.7
million (1972 dollars), may be attributed to two
industries, wood products and the federal govern
ment. In relative terms, however, the fastest
growing industries were the export components of
wholesale and retail trade, where the combined
earnings increased more than 80 percent.
The increases for wood products and the export
components of wholesale and retail trade should
be interpreted with caution. The basic earnings
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derived from retail and wholesale sales to nonresi
dents are rough estimates, calculated by extrapolat
ing forward certain relationships that existed in
1972. (For details see pp. 34-42 of the winter 1977
issue of the Montana Business Quarterly.) Things
have probably changed since 1972; but we can not
update our analysis until the 1977 Censuses of
Wholesale and Retail Trade are released, probably
around the middle of 1979. Looking at the figures
for wood products, the 1970-76 increase probably
overstates the true growth in this industry. The year
1970 was not a good year for the wood products
industry. During 1971, earnings were approximate
ly $29.0 million (1972 dollars) and employment was
about 2,900 workers. Had 1971 been chosen as the
benchmark, the increases would appear more
modest.
Last year we were worried that the wood
products industry was unusually depressed during
1974, due to the 1973-75 recession. When all the
numbers were in, the year 1974 was not too bad
after all. Most of the impact of this recession was felt
during 1975.
Wood products and the federal government
provide a good example of why we prefer to
analyze export industries in terms of earnings

rather than employment. Comparing figures 7 and
8, we see that employment in these two industries
increased less than earnings. Had we looked only at
employment, the growth would have been under
stated. This also points out that growth in a
community's economic base need not depend on
new export jobs; increases in the average earnings
of existing positions will have some effect. As
shown in table 2, the average earnings per worker
rose sharply in both wood products and the federal
government between 1970 and 1976, and this was
the most important reason for the growth in
earnings.

Figure 7. Earnings in Basic Industries, Missoula County,
1970, 1974, and 1976, in 1972 Dollars

Figure 8. Employment in Basic Industries, Missoula
County, 1970,1974, and 1976

M O N T A N A BUSINESS QUARTERLY/Spring 1978

W ood Products
Federal government

1970

1976

$10,000
11,236

$11,340
12,660

The earnings data in figure 7 show that the
economic importance of the University of Montana
remained stable between 1970 and 1974. The wages
and salaries of faculty, staff, and students were $15.9
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million (1972 dollars) in 1970, $16.4 million (1972
dollars) in 1974, and $16.0 million (1972 dollars) in
1976. The data for 1976 do not reflect the recently
announced cutbacks in faculty and staff.
The increases in the export components of
wholesale and retail trade are a reflection of
Missoula's growing importance as a regional trade
center. Basic income due to retail sales to nonresi
dents — primarily farmers, ranchers, and other
persons from the surrounding area who came to
Missoula to shop — almost doubled during these
six years, from $4.7 million (1972 dollars) in 1970 to
$8.3 million (1972 dollars) in 1976. The export
component of wholesale trade — that portion of
Missoula's wholesaling concerned with supplying
stores in Thompson Falls, Poison, and elsewhere in
western Montana — skyrocketed from $3.5 million
(1972 dollars) in 1970 to $6.6 million (1972dollars) in
1976, a rise of over 88 percent.
Increases in the average earnings of railroad
workers, traditionally some of the best paying jobs
in the state, led to most of the growth in the
transportation industry. The modest increase from
$8.4 million (1972 dollars) in 1974 to $8.5 million
(1972 dollars) in 1976, was probably due to the sale
of the Johnson Flying Service to Evergreen Air of
Montana and the loss of certain U.S. Forest Service
contracts counterbalancing the growth in railroad
earnings.
Basic earnings in the lodging and “ all other"
category increased modestly from $1.7 million
(1972 dollars) in 1970 to 2.3 million (1972 dollars).
The impact of the recent declines in agricultural
prices is dramatically illustrated in the earnings
figures for Missoula County; taken as a whole,
farms and ranches in Missoula lost money in 1976.
We do not yet have a full explanation for the
economic slowdown implied by the 1975 declines
in population and income. Preliminary data
indicate that even though the largest declines were
in wood products, there were decreases through
out the economy. This suggests that it may not have
been simply a cyclical pause, but may reflect an
overall deceleration in the economy.
In summary, the wood products industry and the
federal government accounted for most of the
growth in Missoula's export earnings between 1970
and 1976. Since the U.S. Forest Service is the largest
federal agency in the area, much of the increases in
the U.S. government earnings and employment
may also be attributed to the timber sources. In
both cases, the increases were primarily due to rises
in earnings per worker rather than new export jobs.
The economic impact of the University of Montana,
the second most important export industry.
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remained relatively stable during this period.
Finally, the export components of wholesale and
retail trade were the fastest growing export indus
tries.

Billings: growth of a trade center
As shown in figure 9, total export earnings in
Yellowstone County increased from $103.9 million
(1972 dollars) in 1970 to $123.9 million (1972dollars)
in 1976. But, according to this data, primary
earnings remained roughly stable at about $124
million (1972 dollars) between 1974 and 1976, and
this doesn't jibe with the significant growth during
these two years we noted earlier in the Billings
economy. The answer to this apparent discrepancy
is agriculture. 1974 was a good year for farms and
ranches in Yellowstone County, while 1976 was a
very poor year. Farm earnings decreased more than
one-half, from $21.0 million (1972 dollars) to $10.0
million (1972 dollars), between 1974 and 1976. If
Agriculture is excluded, basic earnings increased
from $85.6 million (1972 dollars) in 1970, to $101.7
million in 1974 and then to $113.9 million (1972
dollars) in 1976. In other words, there was signifi
cant growth in the nonagricultural sector of the
economic base in Billings. The exclusion of
agriculture should not be misinterpreted, as it does
not mean that farms and ranches are not important
to Billings; rather, farm earnings are very volatile,
often with large increases or decreases from one
year to the next, and these variations may hide
important trends elsewhere in the economy.
Agriculture was subtracted only to obtain a better
picture of the trends in export earnings.
Nonagricultural primary earnings increased
about $28 million (1972 dollars) between 1970 and
1973. Almost two-thirds of this growth—about $18
million (1972 dollars) was contributed by three
industries: the export component of wholesale
trade, the export component of retail trade, and the
federal government. As with the data for Missoula,
we must be a little cautious about the estimates for
wholesale and retail trade; they may be significant
ly revised later on. Putting aside these reservations,
the increases in the export components of
wholesale and retail trade clearly illustrate the
continued growth of Billings as a regional trade
center. The export component of retail trade,
representing the people who come to Billings to
shop, more than doubled — from $4.0 million (1972
dollars) to $9.5 million (1972 dollars) — between
1970 and 1976. The export component of wholesale
grew more than 45 percent — from $16.2 million
(1972 dollars) to $23.6 million (1972 dollars) —
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during the same period. A significant portion of the
growth in both of these industries was probably
due to the energy-related developments in eastern
Montana and northern Wyoming. The increased
employment in the coal mines and the renewed
interest in oil and gas exploration have added to the
population in certain areas, thereby increasing the
number of persons coming to Billings to shop.
More important has been the additional activity for
merchants in towns such as Forsyth, Hardin, and
Sheridan, who are supplied by wholesalers in
Billings.
Looking at the federal government, we see that
from 1970 to 1976 the percent increase in earnings
was greater than in employment (see figure 10);
earnings grew by 32 percent from $15.5 million
(1972 dollars) to $20.4 million (1972 dollars), while
employment rose only 20 percent, from 1,500 to
1,800 workers. Had we analyzed only employment
data, the growing importance of the federal
government would have been understated. A
significant portion of the growth in the total
earnings of federal workers was not due to new
jobs; it may be attributed to increased earnings for
existing positions.

The manufacturing industries were not a major
contributor to the recent increases in the economic
base in Yellowstone County. The real earnings of
workers in oil refining remained approximately
stable between 1970 and 1976, implying that the pay
increases for these 1,000 employees just about kept
pace with inflation. The small decline — about
$200,000 (1972 dollars) — in food processing
earnings between 1974 and 1976 was caused by the
layoff of 50 to 70 workers at the meat packing plants
(employment shown in figure 10 rounds to 1,000 in
both years), due to a deterioration of market
conditions combined with increasing automation.

Figure 9. Earnings in Basic Industries, Yellowstone
County, 1970, 1974, and 1976, in 1972 Dollars

Figure 10. Employment in Basic Industries, Yellowstone
County, 1970, 1974, and 1976
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Glancing up to the transportation category, we
see an increase of $2.0 million (1972 dollars)
between 1974 and 1976; most of this was due to the
Burlington Northern Railroad, which in late 1976
began expanding its facilities at Laurel in order to
better service the increasing coal traffic. The
lodging, mining, and other category grew from $7.2
million (1972 dollars) to $12.3 million (1972 dollars)
between 1970 and 1976, due primarily to the
increased earnings and employment in hotels,
motels, and lodging places.
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In summary, most of the growth in the economic
base of Yellowstone County may be attributed to
the growing importance of Billings as a center of
trade and government. The transportation and the
lodging and mining categories also increased,
while manufacturing remained roughly stable.

Great Falls: declines in metal refining and
at the base
Total export earnings for Cascade County, shown
in figure 11, increased from $113.2 million (1972
dollars) in 1970 to $121.3 million (1972 dollars) in
1974, and then declined to $107.4 million (1972
dollars) in 1976. The sharp decline in export
earnings between 1974 and 1976 does not correlate
with the relatively modest decreases in population
and employment. As was the case for Billings, the
differences may be explained by the unusual
condition on farms and ranches. Nonagricultural
basic income was about $100 million (1972 dollars)
in 1970, roughly $103 million (1972 dollars) in 1974,
and approximately $99 million (1972 dollars) in
1976. In other words, after subtracting farm
Figure 11. Earnings in Basic Industries, Cascade County,
1970, 1974, and 1976, in 1972 Dollars
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earnings, the economic base in Great Falls grew a
bit during the first four years of the decade, and
then experienced a minor decline between 1974
and 1975, very similar to the trends in the other \
economic variables.
Primary metals refining and Malmstrom AFB —
the two largest components of the economic base
in Great Falls — were primarily responsible for the
lack of growth in basic earnings between 1970 and
1976. We will first look at the development which
occurred between 1970 and 1974, and then
examine the events from 1974 to 1976.
During the first four years of the seventies, the
most important economic news in Cascade County
was the closing of Anaconda's zinc operations.
Primary metals employment decreased from 1,800
in 1970 to about 700 in 1974. Earnings dropped from
$17.1 million (1972 dollars) to $8.7 million (1972
dollars) during the same period. There were j
increased earnings and employment at Malmstrom
AFB, which helped to counterbalance the closing
of the zinc refinery. In fact, between 1970 and 1974
the earnings of federal civilian and military
employees rose $8.5 million (1972 dollars), almost
Figure 12. Employment in Basic Industries, Cascade
County, 1970, 1974, and 1976
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exactly equal to the $8.4 million (1972 dollars)
decline in primary metals refining. As we discussed
last year, however, the increases at the base
probably did not fully offset the loss in the private
sector because of the fewer linkages between
Malmstrom AFB and the local economy.
Between 1974 and 1976, the most crucial event
was the decline in federal civilian and military
employment (see figure 12). Taken together,
employment in these two categories declined
about 500 workers, and earnings dropped $7.3
million (1972 dollars). Most of these decreases were
directly or indirectly associated with the departure
of the 17th Fighter Squadron, but there were also
some other cutbacks elsewhere on the base. If this
wasn't enough of a setback for the economy of
Great Falls, a meat packing plant closed during
1975, resulting in a decrease of about $600,000 (1972
dollars) and approximately 100 workers in the food
processing category.
On the bright side, there were significant
increases in the export components of wholesale
and retail trade, which indicates the growth of
Great Falls as a regional trade center. The export
component of retail trade — representing the
people who come to Great Falls to shop — almost
doubled, from $2.9 million (1972 dollars) in 1970 to
$4.9 million (1972 dollars) in 1976. The export
component of wholesale trade — the Great Falls
merchants who serve businesses in the rural areas
plus the local grain and livestock merchants selling
to out-of-state buyers — increased about 45
percent, from $5.3 million (1972 dollars) to $7.7
million (1972 dollars) during the same period.
In summary, most of the negative influences
occurring in Great Falls may be traced to the two
most important industries, primary metals refining
and Malmstrom AFB. If we exclude these two
categories, nonagricultural export income in
creased about 25 percent between 1970 and 1976.

A look in to the crystal ball
Missoula: prosperity in the short-run but a
question mark for the long-run. Missoula's shortrun economic outlook is quite rosy. The first
indications are that 1977 was a good year; this trend
should continue through 1978 and, barring unfore
seen disasters, on into 1979. But, in the long-run,
there are some clouds on the horizon which
suggest a more cautious outlook.
The preliminary data indicate that the wood
products industry was healthy during 1977. The
forecasts are for continued strong demands from
the nationwide construction industry, which
M O N T A N A BUSINESS QUARTERLY/Spring 1978

should keep the loggers and mill workers on a full
schedule. The major roadblock would be a
reawakening of double digit inflation, with the
corresponding rise in the interest rate, or a new
recession. Either would put a damper on nation
wide construction and have severe repercussions in
Missoula.
The expansion of Hoerner-Waldorf will also
benefit Missoula's economy. The impact will begin
quickly with construction scheduled to begin
shortly. (This is one case where a construction
project can be identified and classified in the
export sector.) In the long run, there will be an
addition of about 150 new (and well-paying) export
jobs associated directly with the expansion, plus a
number of new positions concerned with cutting
the timber and transporting it to the mill.
The new Southgate Mall shopping center is
scheduled to open during 1978. For the most part,
this project is the effect of past increases in
Missoula rather than a cause of future growth in the
economy. Southgate Mall should be considered a
part of the bouyant conditions during the late
sixties and early seventies, rather than a reflection
of current events. It was first proposed, along with
several other sites, more than five years ago, in
response to the robust economic growth and the
shortage of retail floor space occurring at that time.
Southgate Mall will add to the export component
of retail trade to the extent that it attracts increased
sales from nonresidents or entices Missoulians to
shop at home rather than in Spokane or Seattle; but
these sales are a relatively small portion of total
retail sales.
Missoula's long-run outlook is more uncertain.
The plant expansion and increased investments in
Missoula by wood products firms are counter
balanced by mill closings in Thompson Falls, Poison
and elsewhere in western Montana. In other words,
the increases in Missoula simply represent a
concentration of certain aspects of the industry.
Also, the future of the area's wood products
industry will be affected by increased competition
from timber sources in Southern states, which have
lower harvesting costs and are located nearer the
large cities of the east. Finally, there is the possibility
of reduced supplies of timber resulting in the
wilderness review program (RARE II) currently
being conducted by the U.S. Forest Service.
Once again, there are rumors that Missoula may
lose the Northern Regional Headquarters, due to
either the transfer of the U.S. Forest Service to the
U.S. Department of the Interior or a reorganization
of the U.S. Forest Service. In any case, the loss of
these 400 jobs would be devastating; they represent
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many high echelon and well-paying posiitons.
Billings: trade center growth. The recent economic
prosperity in Yellowstone County should continue
for the next few years. But, we remain cautious in
our long-run outlook.
The energy-related developments in southeast
ern Montana and northern Wyoming will continue
to expand for at least the next three or four years.
Considering only those projects which have
received the necessary permits or are in the
advanced planning stages, there is likely to be two
or three new coal mines plus expansions at existing
mines. Most of the impact on Billings will be in
terms of continued growth in the export compo
nents of wholesale and retail trade. There will also*
be some energy-related growth in other industries.
For example, one of the companies which build
and service the draglines used in surface mines
recently announced it would open a facility in
Billings.
The recent approval of the Colstrip III and IV
electric generating plants will have an immediate
affect on Billings. Even though the magnitude and
the duration of the impacts will depend on the
precise timing of the project, the construction
phase will create at least 1,000 new jobs for about
three or four years. The additional population and
income will directly and indirectly lead to increased
sales for merchants in Billings. The long run impact
of these generating plants will be modest, howev
er; operational employment—including the min
ers required to extract the coal—will only be about
200 to 250 workers.
As the trade area grows, wholesalers and other
businesses which formerly served this market from
distant cities, such as Denver or Minneapolis, may
find it advantageous to open offices or service
centers in Billings. One example is a heavy duty
truck center proposed by one of the major
automobile manufactures. Perhaps they believe
the Billings market is now large enough to support
such a facility.
The crystal ball is not entirely rosy. The most
important question concerns the continued supp
lies of crude oil to the refineries in Yellowstone
Couty, which are currently facing a cutoff from the
Canadian sources. Maxine Johnson mentioned
earlier that the supply of crude appears secure for
the rest of 1978. The outlook is uncertain for 1979
and beyond.
The second, and perhaps most important, reason
for caution is that it now appears that the coal boom
may not be as big as some persons predicted.
Maxine Johnson noted that the projected demand
34

for Montana and Wyoming may be scaled down
because of new federal regulations. Even before
this ruling, thoughtful analysts were projecting
increases in the range of two to three thousand new
primary jobs—not the figures in the hundreds of
thousands sometimes mentioned in the paper.
Finally, Billings may not be as prosperous as it first
appears. Even though Yellowstone County is
certainly a growth leader by Montana standards, it
ranks somewhere in the middle of the pack when
compared to other regional trade centers in the
Rocky Mountain states. That is, the growth rates of
population, income, and employment in Billings
are about equal to the average for cities such as
Laramie, Albuquerque, Colorado Springs, and the
like.
Great Falls: a new vitality. Great Falls has expe
rienced a change in attitude since last year. There is
a vibrant enthusiasm in the air. People are talking
about the Great Falls Industrial Park, and the
possibility of a second industrial park near the
airport. There is aggressive recruiting of firms, even
a trip to Canada. Finally, downtown redevelop
ment has been proposed and there is a sense of
commitment by the city government. There are
truly exciting developments and are certainly the
first step toward a revitalization of the Great Falls
economy.
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and these positions appear to be permanent.
Finally, out in the rural portions of the trade area,
agricultural conditions are almost certain to
improve and lead to increased sales for business
men in Great Falls.

Final Thoughts

The persons involved with the new programs are
reasonable and level-headed. Their goals are
realistic; they simply wish to remove the road
blocks to development and let things proceed at
their own pace. But, we must be realistic in our
expectations. Even though the earnings and
employment data probably overstate its impor
tance, Malmstrom AFB truly dominates the eco
nomic base in Great Falls. Even a relatively small
redeployment may involve hundreds of workers
(either civilian or military) and millions of dollars in
earnings. It would require a superhuman effort to
generate sufficient new private sector jobs to
counterbalance only a modest decrease at the base.
In short, the change in attitudes is healthy and
programs are constructive; we do have serious
reservations, however, whether they can generate
sufficient new activity to alter the traditional
structure of the Great Falls economy.
Turning to the short-run economic outlook, we
see cause for optimism. The missile renovations
have finally come to Great Falls; about 200 families
moved into the area last year, and they should
remain for approximately another year. The
currently idle meat packing plant has been sold and
may reopen during during 1978, providing roughly
100 badly needed new export jobs. The remaining
smelters and metal refineries have added workers.
ITOa I
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Many readers may think we are too pessimistic, or
just plain wrong. The deceleration of growth in
Missoula, the possibility of a future slowdown in
Billings, and the decreases in population and
earnings in Great Falls may not jibe with the
appearance of prosperity; new homes and apart
ments are occupied as soon as they are built, there
are more cars on the road and the traffic congestion
has become worse, and new businesses are
opening each week. Later we will discuss the age
structure of the population and show how it
explains many of these phenomena. For now we
would point out that the postwar baby crop has
probably biased many of these variables and made
them unreliable indeces of true economic growth.
We are not saying that all the hustle and bustle is an
illusion. The data indicate moderate growth in
export industries in all three urban areas. Much of
the apparent prosperity, however, is due to our
children growing up, moving into their own
apartments, buying cars, and other activities of
young adulthood. These impacts of the postwar
baby crop will not cease in the next few years. But,
they will end during the next decade. The artifical
prosperity will disappear, and some people may be
surprised to see what remains.
New export industries and ever increasing basic
employment are sometimes thought to be the only
method for obtaining prosperity and economic
growth. The recent experiences in Montana's three
largest urban areas contradict this reasoning.
Almost all of the growth since 1970 in the three
cities was in existing primary industries. In addition,
export employment grew only modestly, and most
of the stimulus came from increased earnings of
existing positions. This suggests that the existing
firms and industries should not be forgotten.
Factors which increase the real earnings (after
correcting for inflation) of workers in the primary
industries will also lead to growth in the economic
base, and will play a crucial role in determining
future economic growth in Missoula, Billings, and
Great Falls.
□

The economic outlook fo r Helena w ill be discussed in the
QUARTERLY'S summer issue.

35

MISSOULA ATTITUDES
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T h e Bureau of Business and Economic Research
has long been involved in resarch relating to the
lumber and wood products industry, and we've
been doing surveys for quite some time as well. Last
fall, we combined the method and the subject in an
effort to determine the public's attitudes toward,
and perceptions of, the forest industry and several
related issues. A number of more general items
about the environment and about industrial activity
in the area were included in the survey, but the
primary focus was on the forst products industry.
Let me begin with a very brief description of the
procedures we used and the people we surveyed.
The questionnaire was developed and pretested in
a kind of mini-survey prior to the full-scale effort. It
was then revised into final form and administered
to each respondent in a personal interview. The
interviews lasted about thirty minutes and were
conducted by trained interviewers. The individual
respondents were randomly selected from among
persons living in Missoula and the surrounding
areas, encompassing most of the county: first,
household addresses in the area were randomly
selected; then the respondents, in turn, were
randomly selected from among those eighteen
years of age and older in each household. This
randomness is necessary to insure that each person
has the same chance to be selected. It also provides
us with a sample (that is, a group of respondents)
that is representative of the total population.
Our sample of some 1,000 persons runs the
gamut of all education and income categories and
all age groups (over seventeen years). There are
employed persons in almost every occupational
group. There are forest industry employees as well
as employees in other industries. We have selfemployed persons, government workers, and
private wage and salary workers. There are also

unemployed persons and people who are not even
in the labor force. Some of the respondents are
students, mostly at the University of Montana.
There are people who have lived here all their lives,
as well as some who are new arrivals. Overall, we
feel we have a representative sample of the entire
population of the area.
Now I would like to get into some of the real
"meat” of the survey. Rather than try to summarize
all the results, I will highlight several of the more
interesting items. Some of these results have been
put together, in tabular form, for your information
and perusal as they are discussed.
Some of the more general items about Missoula
will be covered first.
One of the first things we asked of people was
what they consider to be the most important
problems facing the Missoula area. We all have our
own notions, I’m sure. Here's your chance to see
how your "pet gripes” compare. The top five
problem categories mentioned, in order, were:
(1)
public services: this includes such things as
maintenance and condition of streets and high

ways, transportation needs and services, cost and
duplication of services provided by the city and
county, law enforcement, education, local plan
ning efforts, and so on;
(2) traffic congestion and the sheer numbers of
cars;
(3) air and water pollution;
(4) overall growth and population increase in the
area; and
(5) unemployment and other economic
problems.
You will notice, however, that when asked to
indicate which problem is the most pressing at this
time, there was a slight shift in sentiment among the
respondents. Traffic became first, pollution next,
and public services slipped to third (table 1).
In looking at the answers of different groups of
respondents, we found variations worth noting. For
example, those who have lived in the area five years
or less (111 call then "relative newcomers” ) cited
pollution as the principal problem, as did the
students. Nonstudents and longer-term residents,
though, apparently are concerned most with traffic

Table 1
Important Problems Facing the Missoula Area
(In Percentages)
Unemployment
and Economic
Problems

Public
Services2

Traffic
Congestion

Pollution

Growth and
Population
Increase

O ther k

Total

Overall mentions

22

20

18

11

9

20

100

M entions as most
im p ortan t problem

16

23

20

13

12

16

100

By student status:
Student
Nonstudent

12
17

8
26

36
17

10
14

5
14

29
12

100
100

By length o f residence
Five years o r less
O ver five years

14
18

16
26

29
15

11
14

9
14

21
13

100
100

By age:
18-24 years
25-44 years
45-64 years
65 years and over

10
17
18
24

13
23
33
23

32
19
15
7

10
17
9
14

8
11
17
16

27
13
8
16

100
100
100
100

Source: Bureau o f Business and Economic Research, "1977 Survey o f A ttitudes," unpublished data (Missoula, Montana).
Note: Percentage detail may not add to 100 due to rounding.
in c lu d e s maintenance and condition o f streets and highways, transportation services and needs, cost and duplication o f services
provided by local government (city and county), law enforcement, education, local planning effort, and the like.
Includes concerns about the University and about housing, primarily, as well as numerous others.
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congestion. No significant variations in responses
were noted on the basis of sex, but the concerns did
vary by age. Younger respondents (between
eighteen and twenty-four years of age) mentioned
the problem of pollution most often. This is
probably because of the high proportion of
students in this age group. The twenty-five to fortyfour age group mentioned traffic first, followed by
pollution. The next older group (ages forty-five to
sixty-four) was significantly more concerned about
traffic, with public services a distant second. And
those in the oldest group, ages sixty-five and over,
were almost equally concerned about traffic
congestion and public services. Thus, as we move
up in age, we see a shift in concern from pollution
and toward traffic congestion and public services.
We asked people about the area's physical
environment—whether or not it had improved in
the last several years in terms of pollution. Almost
50 percent felt it had improved. About 22 percent
said it had stayed the same, and 29 percent felt it
had become worse. It is interesting to note that this
view was shared by the students and relative
newcomers. Greater proportions of these groups
see pollution as the primary problem, but they also
acknowledge that Missoula's physical environment
has improved in recent years.
We also asked respondents who had done the
most to control pollution in the area. Most of them
felt the people themselves had been the most
active, compared to the federal government, state
government, city or county government, and the
industries. The responses differed somewhat
among various groups of respondents, but, for the
most part, the pattern was the same: the people
themselves are seen as having been the most active,
industry the least active, and the rest falling in
between.
We asked about the speed with which Missoula is
cleaning up its physical environment. Very few
people felt Missoula is moving too fast in its actions.
About 42 percent felt we are moving too slow, with
the majority saying “ about right." (See table 2.) As
before, students and relative newcomers were
much more likely to say “ too slow," whereas the
nonstudent population and long-term residents
were more likely to say “ about right."
In terms of balancing efforts to improve the
environment with efforts to avoid a loss of jobs, we
asked respondents which concerned them most.
We realize it is difficult for many people to have to
choose one aspect of this issue over the other—it's
certainly not a simple black or white situation.
However, we do feel it is significant that all but 5
percent of the respondents were able to indicate a
Missoula Attitudes

Table 2
Cleanup of Missoula Area Environment
(In Percentages)
Too
Fast

About
Right

Too
Slow

Total

Overall response

5

53

42

700

By student status:
Student
Nonstudent

2
6

38
56

60
38

100
100

By length of residence:
Five years or less
Over five years

2
7

44
57

53
36

100
100

2
4
8
15

41
52
66
59

57
44
26
26

100
100
100
100

By age:
18-24 years
25-44 years
45-64 years
65 years and over

Source: Bureau o f Business and Economic Research,
'1977 Survey o f Attitudes,” unpublished data (Missoula,
Montana).
Note: Percentage detail may not add to 100 due to
rounding.

preference. Overall, what did we find? An almost
50-50 split is indicated between protecting the
environment and maintaining jobs—thus, they
appear to be seen as equally important. Not
unexpectedly, those indicating greater concern for
the environment were more likely to say Missoula is
responding too slowly to environmental problems.
We gain more insight on the environment vs.
jobs issue when we look at the answers by types of
respondents (table 3). Again we find students and
relative newcomers preferring the environment, in
this case by significant margins. Among the
nonstudent population and longer-term residents,
however, the preference is clearly with maintaining
jobs, although the split is much less pronounced.
We also found a slight difference in preference
between men and women. A little over half the
women indicated a preference for maintaining
jobs, whereas the men were more evenly divided
with an edge toward protecting the environment.
When we looked at respondents classified by
evels of formal education, we found that those on
the lower end of the educational ladder are
decidedly more concerned with jobs. At the upper
end, there is a definitely greater concern for the
environment. The shift occurs between the levels
of high school graduate" and “ some college."
We also found some variations in concern based
on t e labor force status of the respondents.
Toward the Forest Industries/Susan Selig Wallwork

Employed respondents were pretty evenly divided,
with only a slight edge for the environment. Those
who are unemployed and looking for work,
however, showed significantly more concern for
maintaining jobs (which seems reasonable given
their particular circumstances). And among those
not in the labor force, there was a bit more concern
for jobs. While employed persons showed an
almost 50-50 split, we also found some distinct
differences among them: government workers,for
example, showed a decidedly greater concern for
the environment, while private sector workers and
self-employed persons showed more concern for
maintaining jobs. It's also worth noting that forest
industry employees showed especially higher
concern for jobs.

A very consistent pattern was evident in the
opinions among the various age groups. Probably
because of the predominance of students in the
younger ages, the youngest respondents indicated
a definitely greater concern for the environment.
The next oldest age group (twenty-five to forty-four
years old) was almost evenly divided. Then beyond
this, there is a shift to greater concern for
maintaining jobs, with a more pronounced empha
sis as age increases.
So we need to remember: though the overall
results suggest a pretty even split in concern
between protecting the environment and main
taining jobs, this can be misleading. There are some
very pronounced divisions when the opinions of
various groups of respondents are compared.

Table 3
Concern for Maintaining jobs vs. Protecting the Environment in the Missoula Area
(In Percentages)
jobs

Both

Environment

Total

Overall responses

50

2

48

100

By student status:
Student
Nonstudent

26
57

4
2

70
41

100
100

By length o f residence:
Five years o r less
O ver five years

37
59

3
2

60
39

100
100

By sex:
Male
Female

47
52

2
2

50
46

100
100

By age:
18-24 years
25-44 years
45-64 years
65 years ancfover

32
50
68
70

2
2
3
4

66
48
29
27

100
100
100
100

By highest level o f form al education:
Some high school or less
High school graduate3
Some college
College graduate (bachelor's degree)
Postgraduate degree

76
63
38
39
29

3
2
3
1
2

21
35
59
60
69

100
100
100
100
100

By em ployment status:
Employed
Unemployed and looking for work
Not in labor force

49
61
50

2
0
4

50
39
46

100
100
100

Employed persons, by type:
Private sector workers
Forest industry
Government workers
Self-employed persons

53
58
38
54

2
3
0
2

45
39
62
44

100
100
100
100

Source: Bureau o f Business and Economic Research, "1977 Survey o f A ttitudes," unpublished data (Missoula, Montana).
Note: Percentage detail may not add to 100 due to rounding.
aIncludes those w ith form al technical training beyond high school but no work at a ju n io r college or four-year college.
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We also touched on the issue of who should pay
to clean up the environment (table 4). Noting that
industrial activity is only one of several contributors
to environmental pollution, we asked respondents
whether the business sector should bear the full
cost, whether it should pay the major portion of the
cost, or whether the cost should be shared equally
by the business sector and the public. Those of you
in the business sector can relax—the Missoula area
public apparently does not feel you should bear the
entire financial burden. While there are those who
feel that way, the majority said that the business
sector and the public should share equally in the
cost. A little over a third felt the business sector
should pay the major share, and only about 7
percent actually felt business should pay the full
cost.

“ The overall results suggest a
pretty even split in concern
between protecting the
environment and maintaining
jo b s . . . but there are some very
pronounced divisions among
the various groups
represented.”
Among various groups of respondents, the
patterns are pretty much the same. Students, as a
group, did tend to lean more toward business
paying the major share, while the nonstudent
population decidedly preferred that business and
the public share equally in the cost. The one really
interesting distribution concerns age. The youngest
age group, again probably because of the predomi
nance of students, leaned more toward business
paying most of the cost. But as we move up in age,
we see increasingly greater proportions indicating
that business and the publicshould share equally in
the cost: in the oldest age group, over 70 percent
felt this way. At the same time, however, there
appears to be increasing sentiment as well for the
business sector to bear the entire financial burden:
in the oldest age category, 12 percent felt this way,
compared to only 5 percent in the youngest age
group. Nevertheless, the preference is still decid
edly with business and the public sharing equally in
the cost.
We followed this up with a question about a
special Missoula area tax on residents to help pay
for cleaning up pollution. Those who had said the
business sector should bear the full cost were
40

excluded. Of those answering, the majority said
they would favor such a tax (table 4, bottom). Not
unexpectedly, greater support for such a tax was
shown among those who felt that the business
sector and the public should share equally in the
cost.
I think it is worth summarizing this first set of
results by noting that the people are concerned
about maintaining a healthy economy in the area
and avoiding a loss of jobs for area residents. They
also acknowledge various problems and concerns,
including the need to protect the environment;
and, for the most part, they seem willing to share
the financial burden of dealing with these needs.
Now I would like to get into some ot the results
which focus more directly on the lumber and wood
products industry.
Table 4
Who Should Pay to Clean Up the
Environment in the Missoula Area
(In Percentages)
Business Business
Pay
Pay
Full
Most
Cost
of Cost

Business
and
Public
Share
Equally Total

Overall response

7

36

57

100

By student status:
Student
Nonstudent

6
7

52
32

42
61

100
100

By length o f residence:
Five years or less
Over five years

6
7

43
32

5V
61

100
100

By sex:
Male
Female

9
5

34
38

57
57

100
100

5
5
9
12

51
38
22
16

44
57
69
73

100
100
100
100

By age:
18-24 years
25-44 years
45-64 years
65 years and over

By support for a special tax on Missoula area residents:
Favor tax
NA
46
58
66
Oppose tax
NA
54
34
42
Total
NA
100
100
100
Source: Bureau of Business and Economic Research,
1977 Survey o f Attitudes," unpublished data (Missoula,
Montana).
Note: Percentage detail may not add to 100 due to
rounding.
NA denotes Not Applicable.
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Of course, there were other things mentioned
also. About 30 percent of the respondents cited
such things as traffic, other industries, overall
growth and population increase, fireplaces, and the
condition of streets.
Looking further into the pollution issues, we
questioned respondents specifically about both air
and water pollution in the industry. Here comes
some more bad news.
Overall, the forest industry is seen as a polluter by
a majority of the Missoula area public. However,
apparently a distinction is seen between air and
water pollution created in the industry: our results
indicate that the public perceives the industry as
creating more air pollution than water pollution
(table 5). Specifically, a majority of the respondents
felt the industry pollutes the air a lot, but pollutes
the water only somewhat.
Looking only at air pollution, we found that
about 50 percent of the respondents felt the
industry pollutes the air a lot and, in addition,
almost 40 percent said "somewhat." Among the
various groups, students, relative newcomers, and
the youngest respondents tended to be more
critical of the industry. They were more likely to say
the industry pollutes the air a lot, while the others
were more likely to say only "somewhat."
With regard to water pollution, the respondents
were less critical. There was also much more
consistency among the groups. Overall, about 80

First of all, apparently there is little question
about the industry's impact on the Missoula area
economy in the view of the public. We asked
people to name the companies that are important
to this economy. Easily 75 percent of the companies
mentioned are in the lumber and wood products
industry. When we followed this up by asking
which one company was the most important, the
proportion rose even higher: over 90 percent of the
companies mentioned were forest industry
companies. This pattern was consistent among all
groups of respondents. While we expected the
industry to receive a significant proportion of the
mentions, we were somewhat surprised at such an
overwhelming response. That's the good news.
Now for some bad news, which may not really be
news.
The industry also received considerable mention
when we asked if there are problems that cause
pollution or threaten the environment in the area.
Only about 11 percent said there were no such
problems. Over 50 percent, on the other hand,
cited the forest industry in general, or specific
aspects of it, in response to the question. As we
have seen with some other items, students and
younger people, as well as relative newcomers,
were more likely to give such "credit" to the
industry. Even employees in the industry cited the
industry predominantly, but to a much lesser
degree than most other groups.
Table 5

Pollution in the Lumber and Wood Products Industry in the Missoula Area
(In Percentages)
--------- Air Pollution---------Not Too
Not At
A Lot
Somewhat
Much
All

A Lot

WaterPollution----Not Too
Not At
Somewhat
Much
All

Total

Overall responses

51

38

9

2

12

54

26

7

100

By student status:
Student
Nonstudent

71
46

27
41

2
11

0
3

16
11

62
52

19
28

„
3
8

100
100

By length o f residence:
Five years
or less
Over five
years

66

29

5

0

13

59

fl
23

41

44

11

3

12

SI

29

1
5
„
8

...
100
...
100

69
51
31

27
40
50

3
8
14

0
1
4

17
11
10

59
55
53

19
28
28

5
6
9

35

39

19

6

5

41

38

16

100
100
100
...
100

By age:
18-24 years
25-44 years
45-64 years
65 years
and over

Source: Bureau o f Business and Economic Research, “ 1977 Survey of Attitudes,” unpublished data (Missoula, Montana).
Note: Percentage detail may not add to 100 due to rounding.
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percent said the industry pollutes the water
somewhat or not too much, with very few saying “ a
lot” or “ not at all.” The response patterns among
the various groups were basically the same as the
overall results.
Now for some good news: the industry has
improved somewhat in the eyes of the public. We
asked people about pollution in the industry now,
compared to five or ten years ago. Over 50 percent
felt the industry is creating less air pollution now
than before and about 40 percent (the largest
percentage) felt there is less water pollution. The
results indicate that this view is shared among the
various groups of respondents. The figures may
differ here and there, but the pattern is the same.
Earlier I noted that about half the respondents
had said that Missoula's physical environment has
improved in recent years. Of this group, about half
in turn cited the lumber and wood products
Table 6
Who Manages Their Lands Best
(In Percentages)
Federal
Govern
ment

Both

Overall responses

48

1

51

100

By student status:
Student
Nonstudent

52
49

0
1

48
50

100
100

By length o f residence:
Five years o r less
49
Over five years
50

0
1

51
49

100
100

By sex:
Male
Female

46
52

1
1

53
47

100
100

By age:
18-24 years
25-44 years
45-64 years
65 years and over

58
48
44
39

0
1
1
4

42
52
56
57

100
100
100
100

Employed persons by type:
Private sector
workers
53
Forest industry
47
workers
Government
workers
41
Self-employed
persons
52

Forest
Industry Total

1

46

100

0

53

100

2

58

100

2

46

100

Source: Bureau o f Business and Economic Research, 1977
Survey o f A ttitudes/' unpublished data (Missoula,
Montana).
Note: Percentage detail may not add to 100 due to
rounding.
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industry specifically and implementation of
pollution controls as reasons for the improvement.
So, although the industry is still seen as a polluter,
the public does acknowledge its efforts to improve
the situation.
The industry, in the public's view, has also
improved in its utilization of timber resources and
avoidance of waste. About 75 percent of the
respondents felt the industry is doing a better job
now, compared to five or ten years ago; and this
view is shared by all respondent groups, including
the students, relative newcomers, and young
people. Overall, only about 4 percent said the
industry is doing worse.
We also asked people who was doing the best job
of managing their lands—the federal government
or the forest industry? Overall, public opinion is
pretty evenly split, with only a slight edge for the
industry (table 6). Among various groups of
respondents, there are some variations worth
noting. For example, the youngest respondents
tended more toward the government, whereas the
older respondents, in increasing proportions, felt
the industry was doing the better job. Not
unexpectedly, perhaps, those employed in lumber
and wood products felt the industry is doing a
better job. Among government workers, one might
expect the federal government to come out more
favorably. This was not the case. Well over half the
government workers felt the forest industry is
doing the better job. Of course, not all these
workers are with the federal government, but this
did seem worth noting.

“Although the industry is still
seen as a polluter, the public
does acknowledge its efforts to
improve the situation."
We were also curious about the public's
expectations concerning this country's supplies of
wood and paper products in the near future. Do thy
see shortages ahead for the United States or not?
Our results indicate that, overall, the public is
almost evenly split in their expectations between
having adequate supplies and facing shortages
(table 7). Responses among various groups pretty
much follow this same pattern. Only among those
in the oldest age group did we find the largest
percentage anticipating shortages. However, no
groups indicated overwhelming expectations of
shortages in the near future.
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Table 7
Anticipated Supplies of Forest Products and Best Method for Insuring Adequate Supplies
(In Percentages)
--------- E lest Metho d -

Shortage

Future Supplies
Adequate

Plenty

Consumer
Conservation

Both

Better
Forest
Management

Overall responses

38

41

20

36

3

62

100

By student status:
Student
Nonstudent

39
38

45
40

16
22

49
32

4
2

47
66

100
100

By length o f residence:
Five years or less
Over five years

38
39

44
39

18
22

45
29

3
2

52
69

100
100

By sex:
Male
Female

34
42

41
41

25
17

33
38

2
3

65
59

100
100

By age:
18-24 years
25-44 years
45-64 years
65 years and over

39
36
38
47

44
44
38
25

17
20
24
28

44
37
28
18

4
2
3
1

52
67
69
81

100
100
100
100

Total

Source: Bureau o f Business and Economic Research, "1977 Survey of A ttitudes," unpublished data (Missoula, Montana).
Note: Percentage detail may not add to 100 due to rounding.

We followed up on this topic by asking
respondents which would be more effective to
insure adequate supplies in the future: consumer
conservation or better forest management
procedures? Clearly the majority (about 60
percent) felt that better forest management
procedures would be more effective (table 7). Less
than 40 percent felt that consumer conservation
would be the better route. Among the various
respondent groups, only the students indicated a
preference (slight as it was) for consumer
conservation.
It is interesting to note that our results on these
two issues seem to agree with the results of a recent
nationwide survey. That survey was conducted by
Yankelovich, Skelly and White, Inc. and covered
some of the same issues. Their findings were that
public concern about the shortages of forest
products, compared to other resources, is relatively
low. The study also concluded that the public
expects that technology will alleviate the problem
of dwindling resources and that they will not have
to significantly alter their “ way of life.” 1 Perhaps
this explains somewhat why the students in our

survey indicated a slight preference for consumer
conservation. As a group, they are younger and
may be more willing or able to alter their way of life,
particularly as it involves the use of wood and paper
products. In fact, among the various age groups in
our survey, the preference for improved forest
management
over
consumer
conservation
increased significantly with age. Maybe this has
something to do with the adage about old dogs and
new tricks.
The Yankelovich survey also indicated that public
concern over wilderness areas remains significantly
high nationally, although it has declined from
previous years. This subject was included in our

’American Forest Institute, "P ublic Policy Pressures and the
Forest Industries—1977," Research Recap (Washington,
D.C., 1977).
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survey with somewhat similar interest shown (table
8). Over 60 percent of our respondents said they
would like to see more wilderness areas designated
in the United States. About one-third said we have
enough now. To varying degrees, the pattern was
similar among most of the various respondent
groups. Students and those between eighteen and
twenty-four years of age were overwhelmingly in
favor of more wilderness areas, as were the relative
newcomers.
But for Montana, the concern is a bit different.
Only about 43 percent indicated a need for more
designated wilderness in Montana, compared to
almost 54 percent who said we have enough. The
other 3 percent said they wanted fewer (table 8).
Students and younger respondents again tended to
want more. Our relative newcomers were almost
evenly split between wanting more and having
enough wilderness areas. And most of the other
respondents felt there are enough such areas in the
state. So what does this tell us? Apparently the
predominant concern of the public is for more
designated wilderness areas, but not in Montana.
What does all this mean? What can we say about
the industry's responsibility to such an area as
Missoula? How do the people feel?
Well, we asked them. From a list of five
responsibilities, the respondents rated what they

felt were first, second, and third in importance. The
items included:
(1) to provide jobs;
(2) to protect the air, water, and land in the area;
(3) to treat workers well;
(4) to contribute to the support of local hospitals,
community organizations, or other charities; and
(5) to pay a fair share of local taxes.
For each item, we computed a weighted average
based on the number of first, second, and third
place ratings it received. Thus, the lower the
average, the more important that responsibility was
rated overall (see table 9).
You will note the closeness of the public's
concern for protecting the environment and for
providing jobs. These two were rated most
important, with identical weighted averages of 1.6.
Next, in order, is to pay a fair share of taxes. The last
two, also equally ranked overall, concern
charitable contributions and treatment of the
workers.
When we looked at an earlier question that dealt
only with the environment and jobs, we found the
same expression of equal importance. However,
the overall results also hid some interesting
differences among various groups of respondents.
The same is true here, and the patterns are also
similar.
Table 8

Concern for Wilderness Areas in the United States and Montana
(In Percentages)
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Table 9
Primary Responsibility of Forest Industry
(In Weighted Averages)
Protect
Environment

Provide
Jobs

Pay Fair
Share of
Taxes

Treat
Workers
W ell

Contribute
to
Charity

Overall responses

1.6

1.6

2.5

2.6

2.6

By student status:
Student
Nonstudent

1.4
1.7

1.9
1.6

2.5
2.5

2.6
2.6

2.4
2.5

By length o f residence:
Five years or less
O ver five years

1.5
1.7

1.7
1.6

2.5
2.5

2.6
2.5

2.5
2.6

By sex:
Male
Female

1.7
1.6

1.6
1.7

2.5
2.5

2.6
2.5

2.5
2.6

By age:
18-24 years
25-44 years
45-64 years
65 years and over

1.5
1.6
1.8
1.8

1.8
1.6
1.5
1.5

2.6
2.5
2.4
2.4

2.6
2.6
2.5
2.5

2.5
2.6
2.6
2.8

Source: Bureau o f Business and Economic Research, "1977 Survey o f A ttitudes," unpublished data (Missoula, Montana).
Note: The responsibilities were rated first (1), second (2), o r th ird (3) in im portance; thus, the lower the weighted average, the more
im portant the responsibility.

In every instance, protection of the environment
and providing jobs were the two responsibilities
rated most important. Students and relative
newcomers considered protection of the
environment noticeably more important than
providing jobs. Nonstudents and longer-term
residents were more evenly divided, but with jobs
coming before the environment. Students also
indicated slightly more importance for charitable
contributions than did other groups.
Among the various age groups, we again see a
shift in concern as we move up in age. The youngest
age group rated environmental protection most

r> ^
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important, followed by jobs, with charitable
contributions third. As we move up in age, we see
first an equalizing between environmental
protection and jobs. Then, in the older age groups,
the providing of jobs becomes the more important
responsibility. Another shift occurred in the thirdrated responsibility. Charitable contributions came
out third with the youngest respondents. In all the
other age groups, however, the third-rated
responsibility is to pay a fair share of taxes.
Again we have seen that there are differing
attitudes and perceptions among various segments
of the population. It has become clear, though, that
the public feels strongly about maintaining a
healthy economy—but not at the expense of an
also healthy physical environment. This seems
principal in their minds.
The industry's importance is acknowledged in
the public view. So are some of its problems, and
efforts to alleviate these problems are generally
recognized and—I would expect—generally
appreciated. Yet it is also evident that the concern
for continued improvement is not lessening.
I suspect that some of the “ bad news" I've
presented today has not really been a surprise. I do
hope, however, that some of the “ good news" has
been reassuring and somewhat comforting.
□
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$ G § STRUCTURE OF
THE POPULATION
What It Means For Decision-Makers
T h e age structure of the population refers to the
number of persons in the various age categories.
That is, the number of ten year olds, the number of
forty year olds, and so on. This may sound dull, or
even irrelevant. But, if we keep in mind that people
of different ages have different preferences, the
importance of the age structure of the population
becomes apparent. For example, it would be very
useful for the owner of a drive-in restaurant to have
some idea of future trends in the number of teenagers, or, a hospital administrator requires a basis
for deciding if he should expand the nursery or ger
iatrics facilities. We will begin with describing a few
of the important principles of age structure analy
sis; in doing so, some of the applications to impor
tant business and social problems will be obvious.
We will specifically look at the implications of age
structure analysis concerning the current crime
wave, the future of the Social Security system, and
the recent increases in outdoor recreation.
The underlying procedures of age structure
analysis are the same as those used by life insurance
companies. The most important is that mortality
rates for a large group of similar persons may be
predicted with a high degree of accuracy. For
example, as pictured in figure 1, life insurance
46
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statistics show that a group of 1,000 thirty-five year
olds will experience about 13 deaths during a five
year period and approximately 23 deaths over 10
years. Stated differently, we can expect about 987 of
the original 1,000 to survive the next five years and
about 967 to be alive in ten years.
Only a slight change of emphasis is required to
transform this life insurance principle into a
method for projecting the age structure of the
population. The data and graphs shown in figure 1
be interPreted as saying that a group of
1,000 thirty-five year olds in 1978 will yield about 987
orty-year olds in 1983 and 967 forty-five year olds in
988. Similarly, we could have chosen any other age
group and used the appropriate mortality statistics
to estimate the number of survivors five, ten, or
some other number of years in the future. These
calculations illustrate the obvious but often
orgotten fact that with the exception of newborn
children, the persons living in 1988 or some other
year in the near future are the same as those
currently alive; the only difference is that they will
be ten years older.
Montana's population will be used to illustrate
some o the features of age structure analysis.
,gure 2 Presents the age distribution of Montana

residents as reported in the 1970 Census. The most
striking feature of this graph—and the aspect to
which we will return again and again—is the
“ bulge” in the number of persons 5 to 24 years old.
This is the postwar baby crop. There is some
disagreement among the experts as to the exact
beginning and end of this phenomena; for our
purposes, we will include all persons born between
1946 and 1964. Using this definition, the postwar
baby crop in Montana consisted of 272,919 persons
aged 5 to 24 years old in 1970. This compares to a
total population of 694,409. In other words,
approximately 39 percent of all Montanans were
members of these age groups.
Glancing back to figure 1, we can easily identify
some of the major demographic events during past
decades. Notice the plateau corresponding to the
30 to 59 year olds. Based only on average mortality
rates, we would expect more younger (30 to 44)
than older (45 to 59) persons in this group. But, the
unsettled conditions in the late twenties, the Great
Depression, and World War II all led to an
unusually small number of births between 1925 and
1945, which in turn resulted in the few young
middle agers in 1970. Beginning about 1946, there
was a sharp increase in births and the ensuing baby
boom continued for about twenty years. Finally,
recent concerns about family size, the emphasis on
contraception, and other events during the middle
and late sixties led to a sharp decline in births and a
corresponding decrease in children less than five
years old during 1970.
The future age distribution may be estimated by
beginning with the 1970 population and applying
the mortality rates discussed earlier. That is, ten
year survival rates may be applied to each of the age
groups shown in figure 2 to project the age
structure of the 1980 population. The result of these
calculations is shown in figure 3. Notice that births
projected after 1970 are shaded differenly. Before
proceeding, we must point out that these figures
are a special type of population projection; they
assume no net migration between 1970 and 1980.
This is, of course, unrealistic; net migration has
traditionally been a very important factor in
determining Montana's population. But, we are
more interested here in the broad changes in the
age structure rather than exact projections of the
population, and we will ignore the effects of
migration.
The projections for 1980 illustrate the inevitable
aging of the population. The bulge in the
population growth is now centered on the 15 to 35
year olds, as compared to the 5 to 25 year olds in
1970. In other words, in 1980 the postwar baby crop
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Figure 1. Estimated Five and Ten Year Survivors for a
Group of Thirty-Five Year Olds

Figure 2. Age Distribution of the Population, Montana,
1970

Source: U.S. Department o f Commerce, Bureau of the Census

Figure 3. Projected Age Distribution of the Population
Assuming No Net Migration, Montana, 1980
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will have (for the most part) finished school and be
concerned with their careers, families and other
activities of young adulthood.
It is one of these inevitable activities of young
adults—having babies—that leads to an interesting
feature of the graph in figure 3. Namely, a projected
increase in the number of births between 1975 and
1980, which is reflected in the sharp rise in persons
less than five years old. We have all heard about
young people's preference for small families. But,
even if each of today's couples would have only two
children, the increase in the number of persons in
the childbearing age groups (for females, roughly
15 to 45 years of age) is almost certain to result in a
rise in births.

"The most striking feature is the
'bulge' in the number of persons
5 to 24 years old. This is the
postwar baby crop.”
The projected age structure of the population in
the year 2000 presents a more complete picture of
the projected resurgence in births. The graph in
figure 4 is the result of “ aging" the 1970 population
and using current birth rates to estimate the
number of children born during the next three
decades. Notice that the increase in births is likely
to extend over several decades, but it will not last
forever; there will be another decline during the
1990s.
These projections illustrate the difficulty of
achieving a stable population; even at the zero net
reproduction rate roughly two children per
family each succeeding generation will casue
another (but more moderate) bulge in the
population graph. Even if today's low birth rate
continues, the United States will not achieve a
stable population level for at least another 70 years.
The second baby boom is only a projection. But,
it is one which may be confirmed or rejected very
quickly because it should begin during the next few
years. We should, therefore, keep our eyes open
for announcements of a reversal in the downward
trends in births; or more subtle indicators, such as a
news story about a hospital reopening unused
portions of its maternity ward.
The postwar baby crop should not be forgotten.
Figure 4 shows this group solidly entrenched in
middle age during the year 2000. It may provide
some consolation for today's adults to imagine the
teeny-boppers and revolutionaries of a few years
48

Figure 4. Projected Age Distribution of the Population
Assuming No Net Migration, Montana, 2000

ago worrying about house payments, braces for the
kids, and growing bald spots where once there was
hair.

Applications o f age structure analysis
We have concentrated on the procedures of age
structure analysis and have said nothing about
crime, social security, and a crisis in outdoor
recreation. It should be obvious by now, however,
that these issues are are related to the changing age
structure of the population. In particular, it will be
the postwar baby crop that will be the most
important factor in our analysis of these current
problems.
Crime. There are few reliable statistics for
unlawful activities because the most successful
criminals are those who aren't caught. A rough
approximation of some characteristics of criminals
may be derived from arrest records, which are
published by the U.S. Federal Bureau of
Investigation. The figures presented in table 1
suggest that young people are disproportionately
represented among criminals. The highest arrest
rate during 1975 was for teenagers 15 to 19 years old,
followed closely by the 20 to 24 year old age group.
The arrest rate declined significantly in the older
age groups. Combining this information with the
............................... ^
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exp anation for the recent increases in crime; th<
fk
of the postwar baby crop is currently goint
through their most violence-prone years. As these
persons enter their late twenties, we may expec
some moderation in the amount of illegal activity
In fact, this may have already beguan, asevidencec
Age Structure of the Population /Paul E. Polzin

by recent new stories about stabilization of crime
indices in large cities. In short, crime provides a
dramatic example of how a seemingly trivial and
esoteric concept such as the age structure of the
population has a very real impact on our daily lives.
The future of Social Security. The Social Security
system is one of the largest and most complex
programs administered by the U.S. government. It
would be foolhardy to attempt a comprehnsive
review in the space available here. But,we can
present a barebones outline of some of the
concerns about Social Security.1
Table 1
Arrest Rates, by Age Croup
United States
1975

Age
0-10
11-14
15-19
20-24
25-29
30-34
35-44
45-54
55-64
65 and over

Arrests per
O ne Thousand
Population
2.1
38.7
107.6
82.2
55.2
43.7
38.2
27.1
14.7
4.3

Source: U.S. Federal Bureau o f Investigation, U niform
C rim e Reports fo r the U n ited States 1975 (Washington,
D.C.: U.S. Government Printing O ffice, 1976), table 36.

The Social Security system (for simplicity, we will
consider only the programs included in the Old
Age and Survivors Insurance and Disability
Insurance—OASDI), is unlike private pension
funds, which pay beneficiaries from funds
collected from these persons during their working
years. Instead, Social Security functions on a pay-asyou-go basis; the government collects taxes from
wage earnings and turns around and pays it out in
the form of benefits. In order to avoid disruptions
due to short run variations in either tax revenue or
claims for benefits, revolving accounts are
maintained. Unfortunately, these accounts were
called trust funds, thereby giving the incorrect
connotation that they are analogous to the assets of
private pension funds. The recent recession was
unusually severe and led to a drain on these revolv
ing accounts; employment and wages declined and
’The follow ing paragraphs are mostly based on the insightful
analysis presented in Alicia H. Manned, The Future o f Social
Security (Washington, D.C.; The Brookings Institution, 1977),
pp. 84-113.
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caused a decrease in tax revenues at the same time
that high unemployment convinced some workers
to retire early or apply for disability benefits. The
projections were that the revolving accounts could
be quickly exhausted. Despite the publicity, the
projected depletion of the trust funds was actually a
short-run problem which could have occurred
during any severe recession. It could have been
solved in a number of ways, including the use of
general tax funds to assist the Social Security system
during unfavorable periods.
The Social Security system also faces a serious
long-run problem. Turning back to figure 4, we see
that there will be a sharp rise in the number of
persons 65 years and older beginning about 2020.
Even after allowing for the increased work force
which will accompany the second baby crop, there
will be an increase in the ratio of beneficiaries to
workers; the number of beneficiaries will rise from
the current figure of about 30 beneficiaries per 100
workers to approximately 51 beneficiaries per 100
workers in the year 2050. Given the pay-as-you-go
basis, these developments imply only two
alternatives, a significant increase in Social Security
taxes or a decrease in benefits. President Carter and
the Congress have chosen the former, as the
recently passed legislation provides for a sharp rise
in Social Security taxes.

“There will be a sharp rise in the
num ber of persons 65 years and
older beginning about 2020.”
Some experts contend that the new legislation
will cause major hardships on the taxpayers.
Certainly taxes will rise. But, the new rates are still
about equal to those in other western countries.
There were other alternatives which could have
been chosen. For example, extending the
retirement age to 67 or 68 years old may not be
unreasonable given the projected increases in life
expectancy, and would significantly reduce the
benefit obligations.
Crowds of hunters and fishermen. An obvious
pattern is now emerging for the problems
mentioned earlier; they are all related to the age
structure of the population and are exacerbated by
the postwar baby crop. The crowded conditions
faced by Montanan hunters and fishermen is no
exception. Surprisingly, there is little detailed
information concerning the age of these
recreationists, despite the fact that the purchaser of
a hunting or fishing license in Montana must report
his age. We must rely, therefore, on the twelve
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year old information for Arizona shown in table 2. It
is likely that the overall trends in these participation
rates are not too different from those here in
Montana.

entering the high participation age groups. Since
the participation rates appear to remain high until
about the age 65, it is unlikely that there will be
decreases in the foreseeable future. The picture is
not entirely bleak, however; the rapid increases
will not last forever because the peak of the postwar

Table 2

“The rapid increase in hunting
and fishing pressures during
recent years was due to the
postwar baby crop entering the
high participation age groups."

Participation Rates for Hunters and Fishermen,
by Age Group
Arizona
1965
Hunters and Fishermen per
1,000 Population

Age
12-19
20-24
25-34
35-44
45-54
55-64
65 and over

46.2
94.3
124.6
151.8
128.1
124.0
47.5

baby crop has already entered the maximum
participation years. In other words, hunting and
fishing pressures are unlikely to quickly subside,
but the conditions will probably not get too much
worse.

Source: W illiam C. Davis, Values fo r Hunting and Fishing
in Arizona in 1965 (Tucson: Bureau of Business and
Economic Research, University o f Arizona, 1967), page
10. Participation rates derived.

Projections o f the population by age
We have not prepared age-specific projections of
Montana's population because of the time and
effort required; not only must net migration be
projected, but the age distribution of the
immigrants and outmigrants also would have to be
estimated. Instead, table 3 presents nationwide
figures for the projected number of persons in each
age group during 1980,1990, and 2000. Even though
there will be some differences between Montana
and the United States, the general trends will be
similar and we can discuss the future age
distribution with a considerable degree of
confidence.

The participation rates for hunting and fishing
shown in table 2 increase rapidly during the teens
and early twenties, reaching a maximum in the 35 to
44 year old age group. Thereafter, they decline only
slightly in the 44 to 54 year old and 55 to 64 year old
age groups. There is significant decrease in the
participation rate for persons 65 and over. These
figures suggest there is little relief in sight for
Montana hunters and fishermen. The rapid
increase in hunting and fishing pressures during
recent years was due to the postwar baby crop
Table 3

Actual and Projected Population
by Age Group
United States

0-4
5-14
15-24
25-34
35-44
45-64
65 and over
Total

1970

Population
(In Millions)
1980
1990

2000

17
41
36
25
23
42
20
204

16
34
42
36
26
46
25
223

78
39
37
34
41
55
32
260

19
36
35
41
37
51
30
244

1970-80
-5 .9

-17.1
16.7
44.0
13.0
9.5
25.0
9.3

Percent Change
1980-90

1990-2000

18.8
5.9
-16.7
13.9
42.3
10.9
20.0
9.4

^ u r c e : (I970) U.S. Bureau o f the Census, Current Population Reports, Population Estimates and Proiertinnc w :» c
.able 2. ,1980-2000] U.S. Bureau of the Census. Current Population Repom, Population™',fAates

-5.3
8.3
5.7
-17.1
10.8
7.8
6.7
6.6
p

•>«:

c iz

Note: Figures in italics refer to persons born after 1975.
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Age Structure of the Population /Paul E. Polzin

Age Groups: What to Expect in the Future
Infants (0-4 years old). Big items among this
group are diapers, baby food and nursery school.
This age group decreased during the seventies,
causing the makers of baby shampoo and baby
powder to encourage adults to use their products.
The second postwar baby crop will swell their
numbers during the eighties, with a decline
occurring in the 1990s.
School age children (5-14 years old). They are
concerned with clothing fads, junk food, and
teenage idols. After a sharp drop in the seventies,
this age group is projected to grow modestly during
the eighties and nineties.
Young adults (15-24 years old). They may be in
college, at their first job, and probably living away
from home. The sharp rise in the seventies will be
followed by an equally precipitous decrease in the
eighties. There will be only modest growth
between 1990 and 2000.
Young families (25-34 years old). Many are at the
start of their careers, have young children, and may
be in the market for a house or a larger apartment.
Rapid growth between 1970 and 1980 will be
followed by a modest rise in the eighties, and then a
sharp decrease during the nineties.
Mature families (35-44 years old). These are
people with established careers, many wives are in
the labor force, and the children are probably in
school. This age group is currently increasing
moderately. Their numbers will mushroom
between 1980 and 1990, and then grow more slowly
from 1990 to 2000.
Middle age (45-64 years old). These are the years
of peak family earnings (often with two wage
earners) and an empty nest. They are the most
affluent families as more wives enter the labor force
and the child-raising years are past. This age group
will increase moderately throughout the latter
portion of this century.
Senior Citizens (65 and older). Many of these
persons have retired and are very geographically
mobile. Due to Social Security, pensions, and
personal investments, this age group has become
more financially secure in recent years. The
number of senior citizens will increase moderately
during the seventies and eighties, and have a much
lower rate of growth during the nineties. The
postwar baby crop will not begin to retire until after
2010.
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The Granite-BiMetallic Consolidated M ining Company
ELLEN H. ARGUIMBAU
The Granite Mountain Mining Company is almost
a legend in the Philipsburg area. As with all such
successful ventures, there are numerous romantic
stories about the mine. These include tales of the
accidental discovery of the mine on a hunting trip,
the last minute uncovering of bonanza ore just in
time to save the company from financial disaster,
and people refusing mine stock in payment of
debts, only to later regret their lack of faith when
the stock skyrocketed in value. Legend though
these stories may be, in the case of the Granite
Mountain mine there is some basis in fact.
The Granite Mountain load was located in July,
1875, by James W. Estill, Eli D. Holland and Josiah M.
Merrell. They did little to develop the mine, except
to contract with a man to dig a fifty-foot shaft in
exchange for a one-quarter interest in the
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property. Believing the property worthless, the
contractor refused to complete the last few feet of
the shaft, forfeiting his rights to the quarter interest.
In October, 1880, Estill, Holland and Merrell sold
the mine for $40,000 to Charles D. McLure,
SU.Per'ntenc^ent
^ e Hope Mining Company's
mill in Philipsburg.
Charles McLure came to Montana in the 1870s.
As a young man, he worked in freighting and placer
mining, and returned to St. Louis to study mining
tec nology. He became a skillful mineralogist and
ater a successful miner and administrator. In spite
of local opinion, McLure had faith in the potential
of the Granite holdings. To finance its development
he secured the support of a group of St. Louis
businessmen, which included his brother-in-law,
ar es Clark, as well as John R. Lionberger, Lewis

and Moses Rumsey, and Auguste B. Ewing. This
syndicate incorporated in 1881 as the Granite
Mountain Mining Company.
During the next few years, the syndicate
advanced McLure more than $90,000. According to
one of Philipsburg's favorite legends, in November,
1882, the syndicate refused to advance any more
funds to McLure. With no money to pay the miners,
McLure decided to fire one more shot. That final
shot struck a bonanza of silver ore. In another
version of this tale, a telegram ordering the
complete shutdown of the mine arrived only
minutes after the ore was struck.
During the next few years the operation rapidly
expanded, both in development work and the
mining of paying ore. At first the Company refined
the ore at the Hope mill in Philipsburg, but the
Hope's free milling process proved unsuited to the
granite ore. For a time thereafter the Company sent
the ore to the Algonquin M ill at Hasmark, which
was near Philipsburg. This mill used a chloridizing
process and yielded good results, but the Company
determined that it would be more economical to
operate its own mill. November, 1884, saw the
completion of a 20-stamp mill. Two years later an
additional 40-stamp mill was constructed nearby.
The huge output of these mills quickly depleted the
available wood supply, so a third mill was built
about two miles away in the Flint Creek gulch, at
what became the town of Rumsey. This 100-stamp
mill was connected to the mine with a gravity
operated aerial tramway.
In April, 1885, the Granite Mountain Mining
Company declared its first stock dividend of 15
cents per share. Suddenly, stock which had often
sold for as little as 10 cents to 25 cents per share
became valuable. From 1885 to 1892, monthly
dividends averaged from 25 cents to 50 cents per
share, and the selling price of stock jumped to $50
or more. So profitable was this operation that
dividends paid out to stockholders during these
years represented over 65 percent of the
Company's gross.
The 1890s brought a sharp decline in silver prices,
and the Company's fortunes plummeted. In March,
1891, Company dividends were reduced from 50
cents to 25 cents, and then to 20 cents the following
spring. Dividends ceased altogether in the fall of
1892. Not surprisingly. Granite Mountain stock fell
sharply on the St. Louis market. By July of 1893,
shares which had sold for $50 sold slowly at $1.
On July 2, 1893, the Granite Mountain mine
closed. Over fifty men lost their jobs. To avoid
trouble, the Company made a special arrangement
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with the banks so that payroll checks were accepted
ahead of schedule. In addition, the Company
agreed to halve rents for business establishments,
and canceled ground rent entirely for miners who
chose to stay in Granite but could not find work.
According to local myth, the day the mine closed
the town of Granite emptied, sending a flood of
miners down the road to Philipsburg, never to
return. What had been a town of 3,000 was a ghost
town 24 hours later. This story is, of course, an
exaggeration. The mine had been reducing its
operations for some time, and the mill continued to
run until October. The Granite's sister mine, the BiMetallic, continued to operate throughout the
1890s. Nevertheless, the closing of the great mine
did mean the virtual end of Granite. The town
revived briefly, but never resumed its earlier vigor.
Meanwhile, the same group of St. Louis
businessmen, incorporated as the Bi-Metallic
Mining Company, had been financing an adjoining
mine—the Bi-Metallic. This lode, originally located
by William W. Williams, had been sold in 1882 to
Charles McLure for $1800. McLure brought in
Charles Clark and Josiah Merrell as co-owners. In
1886, they sold the mine to the newly incorporated
Bi-Metallic Mining Company. Although they were
adjoining properties and were owned by the same
men, the Granite and the Bi-Metallic mines were
operated independently, with separate offices,
superintendents and employees. The Bi-Metallic
never reached the scale of operations of the
Granite nor did it capture the fancy of the local
people. However, in some ways it was a more stable
operation. When the Granite Mountain mine
closed in 1893, the Bi-Metallic continued to operate
on a reduced, but steady, basis. Throughout the
mid-1890s the Bi-Metallic continued to employ
about 50 miners.
In April, 1898, the silver trade appeared more
promising, and the St. Louis syndicate decided to
consolidate the two properties and fully resume
operations. The merger, under the name of the
G ranite-B iM etallic
Consolidated
M ining
Company, became effective on April 6, 1898. The
combined property was impressive even by
Montana standards. Included were 187 mining
claims, ranging from the "Accidental" to the
"Zeus," totalling 2,560 acres, four ranches
including an additional 556 acres, and three ranch
rights-of-way.
However, by this time some of the property was
in poor condition. Four idle years had caused
flooding, and the lower levels of the two mines had
to be drained. In addition, the mines were
retimbered. Steam and water pipes were replaced.
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and the tramway to the mill was repaired. In all, the
reopening cost over $250,000.
The price of silver was still low; the mine's
reopening was seemingly risky. The Company's
optimism was based on its belief that with modern
equipment and a large scale operation, low grade
silver ore could be mined and milled cheaply
enough for a good return despite the low market
price. During the earlier years, when only high
grade ore was processed, much low grade ore had
been discarded into gob piles and was easily
accessible. In combination with potential future
workings, these “ leftovers" provided a reasonable
basis for optimism.
Unfortunately, these expectations were not
realized. Ore of a high enough grade to be
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processed in the Company's own mills was not
mined in quantities sufficient to allow economical
mill operation. Shipping the ore for processing was
costly. Consequently, in 1907 the Company leased
the operation, receiving 25 percent of the output.
The mines were operated on this basis sporadically
throughout the early years of the century. World
War I saw a brief mining revival, for the purpose of
producing manganese, but operations never again
approached the scale of the 1880s. Finally, in
November, 1934, the G ranite-B iM etallic
Consolidated Mining Company officially dissolved.

□

Ellen H. Arguimbau is Assistant Archivist at the Montana
Historical Society, Helena, where she processed the Society's
Granite-BiMetallic Consolidated M in ing Co. records, the
John R. Lucas Papers, and the Paul A. Fusz Papers, upon
which this article is based.
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